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TODAY PEOPLE WANT THE FINEST 
IN PRESSURE REGULATORS 


[" is no longer true that gas consumers will be satisfied with 
just any pressure regulator. Permanent accuracy of oper- 
ation is demanded. Gas company officials know this, and are 
insisting on pressure regulators which conform to modern 
w standards of design and efficiency. 
Certified by A. G. A. Adherence to highest quality materials and fine craftsman- 
eos et ak ee ship, as well as constant improvements, have kept Barber 
tive folders supplied Regulators a favorite with the trade. We turn out a precision 
Weise tor ; aod Magee device, not an ordinary commercial quality product. Barber 
Prices on Barber Con- Regulators will give long service and always respond to a 
version and Appliance minute pressure drop. You can recommend them to your cus- 


Burners, and Regula- fe 
tors. tomers with full confidence. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER eacssune REGULATORS 


Barber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances - 
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Just Published ! 


“ANATOMY of DEPRECIATION” 





a 


© A discussion of utility accounting 
methods in effect from time to time, or 
proposed by regulatory or utility repre- 
sentatives, with particular reference to 
recent controversies. 








by 


LUTHER R. NASH. S.B.. S.M. 


Author of "The Economics of Public Utilities," ‘Public 
Utility Rate Structures," and numerous monographs 
and articles. For more than forty years, the author has 
been occupied with utility matters as engineer, man- 


ager, supervisor and consultant. 
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COVERING THESE IMPORTANT TOPICS 
Early Accounting History 


Retirement Accounting 


* 
e 
@ Straight-Line Methods 
@ Service Lives 

@ Interest Methods 

@ Reserve-Size Methods 
@ Treatment of Reserves 


@ Relative Advantage of Available Methods 
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Pages with the Editors 


Re the second time, in less than a 
month, we celebrate the centennial 
anniversary of a great pioneer of Ameri- 
can inventive genius, For it was less than 
a month after Thomas A, Edison was 
born at Milan, Ohio, on February 11, 
1847, that Alexander Graham Bell first 
saw the light of day at Edinburgh, Scot- 
land, March 3, 1847. The father of the 
electric light and the father of the tele- 
phone had a great deal in common be- 
sides being born almost at the same time. 


BELL immigrated to Canada in 1870 
and opened up his school for training 
teachers of the deaf in Boston in 1872. It 
was in 1868 that [:dison, in the first flush 
of inventive success, came East and got a 
position with Western Union in the same 
city of Boston. It was in 1876 that Edi- 
son began his experiments at Menlo Park, 
which were to lead to the invention of 
the electric light and phonograph. This 
was the year that Bell patented the tele- 
phone. 


INDEED, Edison's work in the field of 
telephony stamped him as an unconscious 
collaborator with Bell in the perfection 
of a practical speech-transmitting instru- 
ment. Encyclopaedia Brittanica says on 
this (speaking of Edison) : “His inven- 
tion (1877-78) of the carbon transmit- 
ter, in which compressed lamp black but- 
tons were used to obtain the necessary 
variable resistance in the circuit, marked 
a real advance in the art of telephony and 
aided materially in bringing the Bell tele- 
phone into practical use.” 


BELL, like Edis« mn, devoted the better 
part of his life to constant research and 
investigation, following up his great in- 
ventive successes, Both turned down nu- 
merous opportunities to develop their 
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abilities in the more lucrative way of 
purely business promotion and organiza- 
tion. Until the day they died, Bell in 1922 
and Edison in 1931, both carried around 
constantly with them the burning curi- 
osity about everything with which they 
came into contact—the immortal stamp 
of the incorrigible inventor. ° 


Y= neither Bell nor Edison was 
trained as a scientific investigator of 
the slide-rule school of thought. Neither 
had the more orthodox theoretical and 
mathematical approach such as character- 
ized the work of Helmholtz, Farraday, 
and Lord Kelvin. Both were essentially 
empiricists who got results through tire- 
less trial-and-error methods, plus astute 
practical visualization of their working 
problems. Bell’s background was like that 
of a voice teacher. Edison’s was an even 
humbler beginning—an unschooled farm 
boy without funds but with a craze for 
experimenting. 
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In addition to the four Regional Offices : Why wait for scarce items when you can meet new 
shown at right, all other Regional Of- = installation and maintenance requirements now—and 


do it at a substantial saving? 


fices will dispose of $800,000 worth of - 
‘ In the next three months WAA will put $1,500,000 


used meoterial and unused material in se 
worth of unused items in standard package quantities 


on the market at rock bottom fixed prices—well below 
market You can make your purchases through your 
distributor —or direct from the WAA offices in Los 
Angeles, Burmingham, Cincinnati, or Philadelphia. 

Most items have previously been offered to priority 
holders and anyone can arrange for immediate 

inspection and purchase. For specific details, specifications, 
prices, contact your distributor or the above 

WAA offices today. 


broken packages during March, April, 


Bid Competitive Sales. Make sure you 
hove oa chance to bid. Write each office 


tedey and have your name put on the 
list to receive the Sealed Bid Offering 
Werature on Pole Line Hardware 
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Angeles - Lovisville - Minneapolis - Nashville - New Orleans - New York - Omaha - Philadelphia - Port- 
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8 PAGES WITH THE EDITORS (Continued) 


ANOTHER possible bond of sympathy 
was Edison’s affliction of deafness and 
Bell’s lifelong and intense interest in re- 
lieving that affliction. Yet, aside from 
having their respective patent rights fre- 
quently involved in the same litigation 
which marked Bell’s long and successful 
struggle to establish his rights to the tele- 
phone invention, it does not appear that 
these two great contemporary figures in 
the same field of American activity were 
ever intimate friends, or were even more 
than casual acquaintances. It seems al- 
most incredible that they could have gone 
about their parallel courses for the many 
years of their fruitful activity without 
more than a bare “waving” recognition, 


so to speak. 


THE situation recalls Longfellow’s 
touching verse from the Tales of a Way- 
side Inn: 

Ships that pass in the night, and speak each 

other in passing, 

Only a signal shown and a distant voice in 

the darkness: 

So on the ocean of life, we pass and speak 

one another, 

Only a look and a voice, then darkness again 

and a silence. 


In this issue our leading article is an 
attempt to sketch some of the known hu- 
man qualities of Alexander Graham Bell 

the man, It is written by a professional 
author, Larston D, Farrar, whose ar- 
ticle on Thomas A. Edison appeared in 
the preceding issue of this magazine. We 
feel somewhat flattered to note that Mr. 
FARRAR’S article on Edison was the sole 
tribute selected for reprinting in the Con- 
gressional Record on the occasion of Edi- 
son’s centennial. 


W: welcome in this issue a new con- 
tributor from the nonutility indus- 
trial field. He is HERMAN W, STEIN- 
KRAUS, president and chairman of the 
board of the Bridgeport Brass Company, 
Bridgeport, Connecticut. His article on 
the need for worker education in labor 
relations begins on page 342. Mr. STEIN- 
KRAUS is a graduate of Western Reserve 
University (AB, ’14, magna cum laude). 
He served overseas in World War I and 
shortly after returning from France de- 
veloped a business of his own. During the 
last fifteen years he was for a time vice 
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JUDSON KING 


president in charge of sales, and for the 
past five years has been president of 
Bridgeport Brass Company. 


AMONG his many interests he is a di- 
rector of the U. S. Chamber of Com- 
merce, and chairman of that organiza- 
tion’s committees on labor relations and 
business statistics. He is also a member 
of the governing board of Nation’s Busi- 
ness magazine, and is a director of a 
number of corporations. 


UDSON KING author of a series of three 

brief articles (beginning page 357) 
on the public power state of Nebraska, 
was born in Waterford, Pennsylvania, 
in 1872. He attended the University of 
Michigan, engaged in newspaper work 
from 1902 to 1906. Since then he has de- 
voted himself to lecturing, authorship, 
and his work with the National Popular 
Government League. Among his writings 
are many pamphlets on initiative, recall, 
referendum, and other political and 
economic topics, For most of his active 
life, Mr. K1NG was closely identified with 
the many liberal programs of the late U. 
S. Senator George W. Norris. 


THE next number of this magazine will 
be out March 27th. 


, Gettin. 





Gen fig tak 





XUM 


March 13, 1947 Public Utilities Fortnightly 9 





















nip You 
| CHECK YOUR the 
‘FIGURING PROOF 
FOR ERRORS, \ is 
MR. JONES? J | PRINTED 
on the 
TAPE 


JI x #752 125 
3 st S¥ 


o “el on 0 


Mr. Jones needs 5 





000 
: 27-5 
the Printing CALCULATOR ee 
525- 
Jones shouldn’t find his figuring errors like this when the 
Printing Calculator easily prevents such mistakes! 475 0% 
Accountants everywhere say the Printing Calculator saves |: . 


time and stops errors by simultaneously working, printing and 
proving their problems—as shown by the tape. 


















The Printing Calculator takes the 
place of two ordinary machines: the 
adding machine that can’t calculate, 
and the calcuiator that can’t print. 


It is the ONLY machine that prints as it 
divides automatically, multiplies, adds and 
subtracts! 

Phone your Remington Rand office 


now, or write us at New York 10, N. Y., 
for the free booklet TOPS. 








Buy, Keep 
Victory Bonds 


Fm ack Leen 
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LAYING THE FOUNDATION 
FOR FUTURE LOAD 








The publications which General Electric has 
prepared as a part of the More Power to Ameri- 
ca program are designed to help you train power 
salesmen to do a more effective job. Informative 
manuals give them a better understanding of 
your power customers’ problems. Interesting 
literature to give to customers helps build good 
will now, paves the way for increased load later. 


FOR AUTHORITATIVE SALES TRAINING INFOR- 
MATION 


Your power salesmen will welcome these com- 
prehensive, instructive manuals. Prepared by 
experts in each field, they detail the part that 
electric power can play in: (1) Sewage treat- 
ment. (2) Faster metal fabrication through high- 
speed resistance welding. (3) More uniform heat 
treating and joining with induction heating. (4) 
Modernizing laundries. (5) Industrial electronics. 
(6) Urban transit. 





TO STIMULATE ELECTRICAL MODERNIZATION 
PLANS 


Action-inspiring booklets tell power prospects 
what expanded use of electricity can mean to 
them, their business, and their community. The 
titles: Modern Sewage Treatment; High-speed 
Resistance Welding; Electronic Induction 
Heating; Electricity in the Modern Laundry; 
Electronic Control; What Traffic Congestion 
Means to You. 


THESE BOOKLETS ARE IMPORTANT components 
of the MPA programs which General Electric 
has prepared to help you take the lead in pro- 
moting industrial modernization and civic im- 
provements which lay the foundation for future 
load. 


Your G-E representative will give you all the 
details about the manuals and booklets or 
about complete programs including the latest 
in visual aids. He will also be glad to co-operate 
in presenting MPA programs to your sales 
force or to customer or civic groups. Apparatus 
Dept., General Electric Company, Schenectady 
5, N. ¥. 


GENERAL (%% ELECTRIC 
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Epitror1AL STATEMENT 
Los Angeles Times. 
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Institute. 
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Connecticut Commissioner of 
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Leroy A. LINcoLNn 
President, Metropolitan Life 
Insurance Company. 


G. A. Price 


President, Westinghouse Electric 


Corporation. 


Paut H. GriFFiTH 
National commander, American 
Legion. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 


—MONTAIGNE 











“It is defeatist to say that full employment and pro- 


ductivity are inconsistent with each other.” 


* 


“The general strike is a Communist tactic; general in- 
jury is desired by the Commies because they think it will 
help the ultimate proletarian revolution.” 


* 


“Fruits of research are harvested as new products which, 
placed in production, create new jobs; new technology, 
which serves to produce better products more efficiently, 
and improved environment or working conditions.” 


¥ 


“IT take encouragement in the fact that both the indus- 
trial and labor leaders with whom I have talked recently 
are fully aware of the necessity of finding constructive and 
peaceful means of working out their relationship.” 


¥ 


“We need a new concept of freedom and our people 
must learn that there is a difference between freedom and 
license, that there is no freedom without self-discipline, 
and there is no self-discipline without direction.” 


* 


“We have all learned that we cannot stand alone, im- 
mune to those about us. The public is looking at us, 
studying our social and economic significance, our services, 
our effectiveness, our general usefulness.” 


* 


“One company cannot draw on the resources of other 
companies to pay its wage or other obligations. It is nec- 
essary to go to Russia to find a country where all indus- 
try is operated by a central agency and where all financial 
resources are pooled.” 


* 


“Let’s get away from the fool idea that life offers free 
rides or any free lunches. If the individual abandons re- 
liance upon himself, he transfers his dependence to some 
one else. He cannot do that except by acquiring a master, 
losing his independence, and, in the end, his freedom.” 


12 





March 13, 1947 Public Utilities Fortnightly 








CRESCENT 


ENDURITE TYPE RH 
Gives Greater Current Carrying 
Capacity per Dollar of Installed Cost 


AN EXAMPLE- 
200 AMP. CIRCUIT 





250,000 CM 3/0 
Requires 2!/2" Conduit. Maximum permissible Requires 2" Conduit. Maximum permissible 
operating temperature 60° C. operating temperature 75° C. 
For 100 ft. run cost for wire and For 100 ft. run cost for wire and 
conduit—approximately conduit—approximately 


$159.00 $116.00 


Both figures are based on 330 feet of cable and 100 feet of galvanized steel conduit 
at PRESENT LIST PRICES. Saving shown—27%. 

The superior heat resistant characteristics of CRESCENT ENDURITE INSULA- 
TION with its higher permissible operating temperature and therefore greater cur- 
rent carrying capacity, permits the use of a smaller size of conductor, and in most 
cases smaller size of conduit at less cost than would be required for Type R Wire for 
the same load. 

For light loads requiring small sized conductors, Voltage Drop is the determining 
factor in choice of wire size. Usually in sizes No. 6 AWG and heavier for power cir- 
cuits or No. 1 AWG and heavier for lighting circuits, CRESCENT ENDURITE 
Type RH Wire & Cable gives the lowest installed cost-per-ampere of useful circuit 


> CRESCENT 


WIRE and CABLE 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 
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14 REMARKABLE REMARKS—( Continued) 


EpItoRIAL STATEMENT 
San Francisco Chronicle. 


CLEMENT R, ATTLEE 
Prime Minister of Great Britain. 


Epitor1taAL STATEMENT 
The (New York) Sun. 


WILLIAM GREEN 
President, American Federation 


of Labor. 


WittraMm K. JACKSON 


President, United States Chamber 


of Commerce. 


WHIpPLE JACOBS 
President, Belden Manufacturing 
Company. 


JAN CHRISTIAN SMUTS 
Prime Minister, Union of South 
Africa. 


ALEXANDER GRAHAM BELL 
Inventor. 
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“The final solution of the entire American economic 
problem must lie in the development among all elements of 
a sense of responsibility to the community as a whole.” 


¥ 


“Today will be remembered as one of the great days in 
the industrial history of our country. The coal mines now 
belong to the nation. This act offers great possibilities of 
social advance for the workers and, indeed, for the whole 
nation.” 


> 


“The Wagner Act lists a number of ‘unfair labor prac- 
tices,’ but that term is misleading. The only practices cited 
in the act are those which can be charged to an employer. 
The act is so worded that it can be violated only by em- 
ployers.” 


* 


“When industrial peace reigns, when labor-management 
cooperation is firmly established, production booms, jobs 
are plentiful, and prices can be reduced. The workers 
benefit, the employers gain, and the public as a whole 
prospers.” 


¥ 


“In contrast with the spread of statism in Europe, the 
trend in the United States is toward free enterprise. The 
American people, as shown in recent congressional elec- 
tions and public opinion polls, are overwhelmingly in 
favor of the competitive enterprise system.” 


* 


“There should be no question of whether Americans 
prefer continuance of our system as against that offered 
by any foreign ideology. There would be no question if 
the people at large were made aware of the threat to 
their liberties inherent in the social-communist doctrine.” 


> 


“The aggressive international propaganda of today is 
not only bad manners and disrespect for others, but also 
an exhibition of intolerance approaching real unfriendli- 
ness, which virtually amounts to an insidious form of ag- 
gression. It is a failing of which Communism in par- 
ticular is guilty in these times.” 


* 


“Don’t keep forever on the public road, going only where 
others have gone. Leave the beaten track occasionally and 
dive into the woods. You will be certain to find something 
you have never seen before. Of course, it will be a little 
thing, but do not ignore it. Follow it up, explore all around 
it; one discovery will lead to another, and before you know 
it you will have something worth thinking about to occupy 
your mind. All really big discoveries are the results of 
thought.” 
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YOU CAN 


eget oe 


FOR MAXIMUM TRENCH AT MINIMUM COST 
because: 





... they have built into them every feature required for any 
type of trenching job: 


e COMPACTNESS @ OPERATING EASE 
e RUGGEDNESS @ MANEUVERABILITY 
© POWERFUL @ MOBILITY 

e FAST e ECONOMICAL 

e BALANCED e@ ACCESSIBILITY 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE ° CLEVELAND 17, OHIO 
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Recent C-E Steam Generating 




















COMBUSTION 


C-E PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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Units for Utilities... 





PORT JEFFERSON STATION 


LONG ISLAND LIGHTING COMPANY 


The C-E Unit, illustrated here, is in process of fabrication for 
the Port Jefferson Station of the Long Island Lighting Company. 

This unit is designed for a pressure of 1475 psi, a total steam 
temperature of 955 F and a maximum continuous capacity of 
425,000 lb of steam per hr. 

It is a 3-drum unit equipped with a 2-stage superheater. The 
economizer is outside the setting and is followed by Ljungstrom 
regenerative air heaters. The completely water-cooled furnace 
is of the basket-bottom type and employs both closely spaced 
plain tubes and finned tube construction. The unit is pulverized 
coal fired using C-E Raymond Bowl Mills and vertically-adjust- 
able, tangential burners. These burners, in conjunction with 
Montaup-type bypass dampers assure accurate control of super- 
heat temperatures over a wide range of steam output. Provision 


is made to use oil as an alternate fuel. B-LLIA 


ENGINEERING 


200 MADISON AVENUE . NEW YORK 16, N. Y. 
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A TRUCK THAT 
FITS THE JOB 
LASTS LONGER 






two or three engines—but the right one 
of 7 different engines—the one “‘Job- 
Rated”’ to handle your jobs most efficiently 
and economically. 





You get the right unit in every other part 
of the truck, too—the right one of 5 
clutches, of 4 transmissions, of 18 rear 
axles—the right brakes. 












Dodge can give you a truck that will fit 
your job—because Dodge builds a range 
of 175 different ‘Job-Rated’’ chassis 
models. 


T STANDS to reason that a truck will last So if you want a truck “Job-Rated” for 
longer—and will operate more economi- 


“i . ' longer life, greater economy, and maxi- 
cally—when it’s powered with an engine 


mum dependability—hauling your loads 


“sized” for the job. over your roads—see your Dodge dealer 
When you buy a Dodge ‘-Job-Rated” for a truck to fit your job. And remember 
truck, for instance, you get not one of ... only Dodge builds “‘Job-Rated” trucks! 


DODGE DIVISION OF CHRYSLER CORPORATION 





Fit the Job...Last Longer ! 
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) BRING YOUR BILL ANALYSES 
: UP TO DATE 


You can save 50% in time and money with 
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OF BILL ANALYSIS 


_ but current bill frequency data has been rendered obsolete by the 
marked increase in kilowatt-hour sales. How much of this load will 
you retain? 


Now is the time to bring your bill analyses up to date. In addition to a 
knowledge of the existing situation, certain trends may be disclosed which 
will be of considerable value to you in planning your rate and promotional 
programs. 


The One-Step Method of Bill Analysis is ideally suited to meet the needs 
of this problem. It does away with the necessity for temporarily acquiring, 
training and supervising a large clerical force. Our experienced staff plus our 
specially designed Bill Frequency Analyzer machines can turn out the job in 
a few days and at the cost of only a small fraction of a cent per item. 




















We will be glad to tell you more in detail about this accurate, rapid and 
economical method for obtaining a picture of your customer usage situation. 
Write for a copy of the booklet “The One-Step Method of Bill Analysis.” 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 
j Boston Chicago Detrolt Montreal Toronto 
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Flexible support of condensate tank from low pressure beaters 
and piping in Consolidated Edison’s Hell Gate Station. 


with GRINNELL PRE-ENGINEERED SPRING HANGERS 


FLEXIBLE support of piping subject to thermal movements is 
now a simple matter for you—just select a stock Grinnell 
Pre-Engineered Spring Hanger that exactly meets the load 
requirements. 

After computing the load it is easy to select the proper size 
of hanger from a simple capacity table. The 14 sizes include 
a load range from 84 Ibs. to 4700 Ibs. 


Look at These Features— 

¢ The maximum variation in supporting force per 44” of 

deflection is 1014% of rated capacity —in all sizes. 
® Guides prevent contact of coils with casing wall or hanger 
rod and assure continuous alignment and concentric load- 
ing of spring. 
Compact— minimum headroom made possible by precom- 
pression*. 
Precompression* assures operation of spring within its 
proper working range where variation in supporting force 
is at a minimum. 
All-steel welded construction meets pressure piping code. 
14 sizes available from stock—load range from 84 lbs. to 
4700 Ibs. 
Easy selection of proper sizes from simple capacity table. 
Installation is simplified by integral load scale and travel 
indicators. 
Unique swivel coupling provides adjustment and eliminates 
turnbuckle. 
*Precompression is a patented feature 











Ss ~=6« Write for descriptive folder Pre-Engineered Spring Hangers Fig. 268. 





GRINNELL COMPANY, INC. 


Executive Offices: Providence 1, R. I. , 
j BRANCH WAREHOUSES 
i Atlanta 2, Ga. Los Angeles 13, Cal. Providence 1, R. I. LL 
Charlotte 1, N. C. Minneapolis 15, Minn. St. Louis 10, Mo 
‘ L Se 





Chicago 1, Ill. New York 17, N St. Paul, Minn. 

Cleveland 14, O. Oakland 7, Cal. Sacramento 14, Cal. 

Houston 1, Tex. Philadelphia 34, Pa. San Francisco 7, Cal. woenwever PIPING 1s invoiveo 
N. Kansas City 16, Mo. Seattle 1, Wash. 
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q American Water Works Association, Minnesota Section, meeting begins, St. Paul, 
Minn., 1947. 





| 9 American Water Works Association, Kansas Section, ends meeting, Wichita, 
Kan., 1947. 
| 
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Midwest Power Conference will hold meeting, Chicago, Ill., Mar. 31—Apr. 2, 1947. 
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Edison Electric Institute, Thirteenth Annual Sales Conference, will be held, Chicago, 
Ill., Apr. 1-3, 1947. 





{ American Gas a Residential Gas Section, Midwest Gas Sales Conference, 
begins, Chicago, Iil., 1947. 





Illinois Telephone Association will hold convention, Peoria, lll., Apr. 3, 4, 1947. 
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9 American Gas Association, Industrial and Commercial Gas Sales Conference, ends, 
Boston, Mass., 1947 


we 
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Oklahoma Utilities Association annual convention meets, Tulsa, Okla., 1947. 





20 1 
q New England Gas Association ends mecting, Boston, Mass., 1947. e 
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Southeastern Electric Exchange annual conference will be held, St. Petersburg, @ 
Fla., Apr. 3-5, 1947. 





a) 


American Gas Association—Edison A gt Institute, National Accounting Conference, 


will be held, Buffalo, N. Y., Apr. 7-9, 1947. 





Midwest Gas Association will hold annual meeting, Omaha, Neb., Apr. 7-9, 1947. 
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4 Nebraska Telephone Association will hold meeting, Lincoln, Neb., Apr. 8, 9, 1947. 








| Kentucky Independent Telephone Association meets, Louisville, Ky., 1947. 
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Courtesy, American Telephone and Telegraph Company ( 


Alexander Graham Bell 


“Twang!” The sound of a reed proves 
Bell's theory of the telephone. 
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The Man behind the Telephone 


Some side lights on the career of the great 
father of telephony, Alexander Graham Bell. 


By LARSTON D. FARRAR* 


QUARTER of a century has elapsed 
A since the death of Alexander 
Graham Bell, inventor of the 
telephone, Scotchman by birth and 
American by choice, but his name and 
fame grow stronger with each passing 
year as the influence of his invention 
grows. 

Even Bell, seer that he was, did not 
foresee the swift growth of myriad 
telephone lines over the face of the 
earth. Even he, visionary though he 
once was considered, did not realize all 
the thousands of uses to which the 
telephone would be put. Even his most 
faithful backers, fantastic as they must 





*Professional writer of business articles, 
Washington, D. C. 


have sounded as they spoke ardently 
of what the telephone could do for the 
world, never mentioned the lives that 
would be saved, the destinies that 
would be changed, the manifold differ- 
ences to the world that the telephone 
would make. 

The telephone has had an incalcula- 
ble influence upon the world and upon 
every man and woman born into so- 
called “civilized” society in our gen- 
eration. It literally has changed the 
face of cities (without the telephone, 
today’s office buildings would need so 
much space for elevators to carry mes- 
sengers and visitors as to be imprac- 
tical), and it greatly has shaped the 
whole pattern of modern business and 
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social life. It has given employment di- 
rectly to hundreds of thousands of men 
and women engaged in providing com- 
munications service, and to hundreds 
of thousands more who supply raw ma- 
terials and finished goods for us in the 
telephone and related industry. 


| millions of Americans and Euro- 
peans, in cities and on farms, the 
telephone is an indispensable tool of 
living—in the hour-to-hour conduct of 
business, in the administration of gov- 
ernment, in minor emergencies and in 
great ones, and in maintaining family, 
community, and government ties. To 
make telephone service what it is today, 
many hundreds of persons have con- 
tributed, through a continuous prog- 
ress of work and ideas, but it must not 
be forgotten that this program began 
with the achievement of Alexander 
Graham Bell in perfecting the first 
crude telephone. 

Together with the airplane, Bell’s 
telephone has made the world an in- 
credibly smaller place than it was a 
hundred years ago. Swift communica- 
tion and transport already have had a 
vast effect on human relations, and they 
will have even more in the future. They 
are, of course, tools of man, and agen- 
cies in his hand, but each promises to 
be chief material aid of mankind in 
achieving lasting understanding and, if 
possible, enduring peace. 

The peoples and the nations of the 
world pay tribute this year to Alex- 
ander Graham Bell because, had he 
lived, he would have been one hundred 
years old on March 3rd. As with many 
another noted figure of history, the 
world will remember him on his anni- 
versary, but people who praise his 
memory will have few words for his 
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example, his teachings, his philosophy. 
And most of those who know of him, 
do not know much about him. 

Alexander Graham Bell was more 
than an inventor. He was a student, 
groping for ways and means to un- 
cover the secrets of the universe. He 
was a teacher, working to help other 
struggling human beings to learn how 
to overcome their handicaps and to live 
more comfortably while in this life. 
He, in effect, was an example that all 
men could follow, if they only would, 
to build on earth a civilization that 
would be more pleasing and more com- 
fortable to all. 

Bell did not hesitate to give advice 
—after he had followed principles that 
proved the advice was right. 


. ee keep forever on the pub- 

lic road, going where others 
have gone,” he advised students in a 
graduation speech in Washington, D. 
C., long after he had been decorated by 
many nations for his work in teleph- 
ony. “Leave the beaten track occasion- 
ally and dive into the woods. You 
will be certain to find something 
you have never seen before. Of course, 
it will be a little thing, but do not ignore 
it. Follow it up, explore all around it; 
one discovery will lead to another, and 
before you know it you will have some- 
thing worth thinking about to occupy 
your mind. All really big discoveries 
are the results of thought.” 

On another occasion, writing in a 
book entitled Fallacies Concerning the 
Deaf, in 1883, he stated : 

We are all born dumb and without teeth. 

At a certain age, the teeth make their ap- 

pearance, and at another age we begin to 

talk. To unreflecting minds, it appears that 


we grow into speech—that speech is a natural 
product of the vocal organs produced with- 
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out instruction and education; and this leads 
directly to the fallacy that where speech is 
wanting or imperfect the vocal organs are 
defective . . . It is not so long ago that slices 
have been cut from the tongue of a stam- 
merer in the vain hope of “curing” what was 
after all but a bad habit of speech... 

Of people generally, he once re- 


flected : 


People generally attribute to other people 
the same kind of motives they experience 
themselves. We are all of us inclined to be- 
lieve that other people are actuated by the 
same motives that actuate us. The people who 
think the whole world is bad are generally 
bad at heart themselves. The pure—good— 
honest heart is ever ready to believe that 
other people are actuated by right motives. 

Even though we may not understand the 
motives of others—it is always best to at- 
tribute right motives and think no evil, for 
evil thought harms us—as well as those of 
whom we think it... 

Always the seer, Bell stated in a let- 
ter written in 1902, regarding the prog- 
ress of experiments in developments of 
an airplane: “I fully expect to live to 
see the day when a man can take dinner 
in New York and breakfast the next 
morning in Liverpool.” He almost 
lived to see that. Only five years after 
his death, Lindbergh spanned the At- 
lantic. Only forty-five years later— 
twenty-five years after his death—din- 
ner and breakfast in the two continents 
would not even rate a newspaper men- 
tion, of itself. 


\ \ 7 RITING in the Century Magazine 
in May, 1908, he made another 
such prophetic observation: “The na- 


+7 


tion that secures control of the air will 
ultimately rule the world.”’ His kins- 
men who still lived in England in 1940 
knew how terribly true those words al- 
most became—when a hostile nation 
had seized temporary air supremacy. 

Alexander Graham Bell was born in 
Edinburgh, Scotland, on March 3, 
1847. He received his early education 
at McLaurens Academy and at the 
Royal High School in Edinburgh; at- 
tended lectures on classical subjects in 
Edinburgh University for one year, 
took a course in anatomy at University 
College, London, and matriculated as 
an undergraduate at the London Uni- 
versity. He received also, at a very 
early age, musical training from Signor 
Auguste Benoit Bertini, and, after Ber- 
tini’s death, carried on his musical edu- 
cation under his own mother, follow- 
ing the Bertini method. 

Alexander was the second of three 
sons, all of whom from early childhood 
had their attention directed to acous- 
tics, and particularly to the subject of 
speech and speech difficulties. He was 
of the third generation in a family of 
expert teachers of articulation. His 
grandfather, Alexander Bell, had in- 
vented a system for the correction of 
stammering and similar speech defects. 
His father, Alexander Melville Bell, a 
native of Edinburgh, was the inventor 
of a system of “visible speech,” the au- 


“THE telephone has had an incalculable influence upon the 
world and upon every man and woman born into so-called 
‘civilized’ society in our generation, It literally has changed 
the face of cities (without the telephone, today’s office build- 
ings would need so much space for elevators to carry mes- 
sengers and visitors as to be impractical), and it greatly has 
shaped the whole pattern of modern business and social life.” 
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thor of several textbooks on the art of 
speaking, and a distinguished elocution 
professor at Edinburgh University. 
Alexander Melville Bell was anxious 
for his three sons to follow in his foot- 
steps, and he trained them from child- 
hood in everything possible relating to 
speech and encouraged them to strike 
out into new fields in experimentations. 
At one time, he offered a prize for the 
construction of a successful speaking 
machine. Alexander Graham and his 
brother, Melville, made a machine that 
was capable of articulating a few 
words. It was a direct imitation of the 
vocal organs in a human being. The 
two youths modeled it in gutta-percha 
from a human skull. The soft parts of 
the mouth were filled with Indian rub- 
ber stuffed with cotton batting. When 
a current of air was blown through the 
artificial larynx, the contrivance pro- 
duced a voice-like sound. The artificial 
lips and tongue could be worked so that 
words could be produced distinctly. 


_—— GRAHAM BEL L’s older 
and younger brothers readily took 
up elocution as their profession, but it 
was not until the younger brother died 
and his father appealed to him to come 
to London and be his assistant, that 
Alexander Graham definitely adopted 
his father’s profession. When his older 
brother died of tuberculosis and he 
himself was threatened by its ravages, 
Alexander Graham Bell agreed with 
his father that they should dispose of 
their London practice and move to 
Canada. The family landed at Quebec 
in August, 1870, and settled at Tutelo 
Heights, near Brantford, in Ontario, 
Canada, where Bell lived until late in 
1872, except for occasional visits to the 
United States. 
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In 1871, in response to an invitation 
by the board of education of Boston, 
Massachusetts, he began experiments 
for deaf mutes in the city’s schools, so 
that afflicted children could be taught to 
speak by means of his father’s system 
of “visible speech.” It was on October 
1, 1872, that he took permanent resi- 
dence in the United States, living first 
at 35 West Newton street, Boston. 

He made a firm friend in Gardiner 
Green Hubbard, an attorney interested 
in promoting city and governmental 
progress. Hubbard’s daughter, Mabel, 
had been left deaf by scarlet fever in 
1862, when she was four years old. The 
authorities at schools for the deaf al- 
ways told him that nothing could be 
done to save her power of speech. But 
Hubbard and his wife refused to accept 
these words as final, and Hubbard be- 
came interested in methods to help all 
deaf persons to speak. 

Another friend whom Bell developed 
in Boston was Thomas Sanders, the 
father of a deaf son. Tom Sanders was 
a successful businessman who did not 
hesitate in later life to risk a $110,000 
debt to help launch the telephone. 

Both Hubbard and Sanders helped 
finance Bell in the experiments which 
ended in success on March 10, 1876, 
when Bell successfully transmitted a 
complete sentence over the telephone he 
had invented. Although at that time no 
one could foresee the swift develop- 
ment and use of the telephone, many 
persons, including Bell himself, knew 
that he had stumbled upon a great in- 
vention. Months before he actually in- 
vented the telephone, Bell was visiting 
in Washington with Professor Joseph 
Henry, the distinguished American 
scientist who was secretary of the 
Smithsonian Institute. Concerning this 
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Alexander Graham Bell 


all ie peoples and the nations of the world pay tribute this year to 

Alexander Graham Bell because, had he lived, he would have been 

one hundred years old on March 3rd. As with many another noted figure 

of history, the world will remember him on his anniversary, but people 

who praise his memory will have few words for his example, his teach- 

ings, his philosophy. And most of those who know oF him, do not know 
much ABOUT him.” 





interview, Bell later wrote to his par- 
ents as follows: 


He (Henry) thought it was “the germ of 
a great invention” and advised me to work 
at it myself instead of publishing. I said that 
I recognized the fact that there were me- 
chanical difficulties in the way that rendered 
the plan impracticable at the present time. 
I added that I felt that I had not the elec- 
trical knowledge necessary to overcome the 
difficulties. His laconic answer was, “GET 

Tl!” 

I cannot tell you how much these two 
words have encouraged me. I live too much 
in an atmosphere of discouragement for 
scientific pursuits ... Such a chimerical idea 
as telegraphing vocal sounds would indeed 
to most minds seem scarcely feasible enough 
to spend time working over. I believe, how- 
ever, that it is feasible, and I have got the 
cue to the solution of the problem. 


| ee himself, during his long ex- 
periments leading up to the in- 
vention of the telephone, had stated the 
correct principle of telephone trans- 
mission, as follows: 


If I could make a current of electricity 
vary in intensity precisely as the air varies 
in density during the production of sound, 
I should be able to transmit speech tele- 
graphically. 


Bell was the first to utilize a continu- 
ous current, intensified and diminished 
in production to the sound waves pro- 
jected into the transmitter. Others had 
predicted the possibility of transmitting 
speech by wire, but had not hit upon 
the only practicable method. 

Charles Bourseul, a Frenchman, pub- 
lished an article as early as 1854 in 
which he described a method that he 
believed might be used to transmit 
speech electrically. Antonio Meucci, an 
Italian, about 1857 sought a way of 
transmitting the voice by wire. Philipp 
Reis, a German, in 1861, produced an 
instrument constructed along lines 
similar to those outlined by Bourseul, 
which would transmit sound of a con- 
stant pitch but was not capable of trans- 
mitting continuous speech. 

In the United States, at the very time 
Bell was experimenting, other inven- 
tors were working to discover a meth- 
od of transmitting voice by wire. 
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Elisha Gray, as a matter of fact, filed 
a request for a patent at the UV. S. 
Patent Office only a few hours after 
Bell filed his application for a patent 
on his “improvement in telegraphy.”’ 
The claims of Gray and of other Amer- 
ican inventors, notably A. E. Dolbear 
and Danie! Drawbaugh, were then 
threshed out in prolonged litigation 
which resulted in Bell’s patent being 
upheld and his claims of being the in- 
ventor of the telephone established offi- 
cially. 

Alexander Graham Bell will be 
known in history as much because of 
his promotional ability as because of 
his invention. Had he not been able to 
develop, by dint of hard work and con- 
stant effort, a system by which the tele- 
phone could be proved usable and use- 
ful for people, the new invention may 
have come to nothing more than a 
novelty for many, many years. 


N°? sooner had he invented the tele- 
phone, however, than he began 
working with Sanders and Hubbard to 
build a company and a demand for its 
services. The company represented, for 
all practical purposes, the beginning of 
the present Bell system, which is with- 
out a doubt the greatest communica- 
tions company on earth. In March, 
1878, he addressed a letter to the in- 
vestors who were putting up money, 
headed, “To the Capitalists of the Elec- 
tric Telephone Company,” in which he 
included the following remarkable 
prophetic paragraphs : 

At the present time we have a perfect net- 
work of gas pipes and water pipes through 
our large cities. We have main pipes laid 
under the streets communicating by side pipes 
with the various dwellings, enabling the mem- 
bers to draw their supply of gas and water 


from a common source. 
In a similar manner, it is conceivable that 
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cables of telephone wires could be laid un- 
derground, or suspended overhead, com- 
municating by branch wires with private 
dwellings, country houses, shops, manufac- 
tories, etc., etc., uniting them through the 
main cable with a central office where the 
wires could be connected as desired, estab- 
lishing direct communication between any 
two places in the city. Such a plan as this, 
though impracticable at the present moment, 
will, I firmly believe, be the outcome of the 
introduction of the telephone to the public. 
Not only so, but I believe in the future, wires 
will unite the head offices of the telephone 
company in different cities, and a man in one 
part of the country may communicate by 
word of mouth with another in a distant 
place. 

The development of the telephone 
business was undertaken by Bell’s back- 
ers, under the leadership of Sanders 
and Hubbard, whose daughter Bell 
soon married. They began by renting 
or lending telephones in pairs to in- 
dividuals for local communication. The 
telephoning at that time was over a 
single iron wire connecting the two in- 
struments with grounded return cir- 
cuits; There were no switchboards to 
afford communication among a num- 
ber of callers. The devices used were 
very crude and transmission of the 


voice was poor at best. 


6 Bu first telephone switchboard for 
commercial use began operations 
at New Haven, Connecticut, with 
twenty-one subscribers in 1878. Bell 
left the company once it was on its way 
and he resided in the following years 
in Washington, D. C., devoting much 
of his time to defending the lawsuits 
brought by his inventor-opponents and 
experimenting with a flying machine. 
Those men left in the company early 
adopted the permanent policy of rent- 
ing telephones instead of selling them, 
and granted licenses to authorized 
agents or licensees for the commercial 
development of the telephone business 
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in many parts of the United States. 
These licensee agencies developed 
gradually into local exchange systems 
and ultimately into local operating com- 
panies. The systems gradually were 
brought together into regional compa- 
nies operating throughout a state, or 
several states. The telephone systems 
of these regional companies were linked 
together by long-distance circuits op- 
erated by the American Telephone and 
Telegraph Company, which originally 
was formed to build and operate the 
long lines as a subsidiary of the Ameri- 
can Bell Telephone Company. Later, 
the AT&T exchanged its stock for that 
of the American Bell Telephone Com- 
pany and became the parent company 
of the Bell system. 

Today, less than seventy-five years 
after Bell’s momentous invention, the 
telephone industry in the United States 
has become the most integrated and 
financially successful company it is pos- 
sible to conceive in view of circum- 
stances. Today, the Bell system and its 
“connecting companies” make possible 
interconnection among more than 99 
per cent of all the telephones in the na- 
tion. There is now one telephone for 
every ten citizens, with a total of more 
than 20,000,000 units in operation 
throughout the United States. Unre- 
mitting research has brought telephonic 
communication to a peak of efficiency 
hardly conceived possible even a few 


e 


short years ago. There is now ship-to- 
shore telephonic communication, auto- 
mobile - to- home, and airplane - to - 
ground telephonic communication. It 
is now possible for a man riding in an 
automobile across the New Mexico 
flats to get his wife in New York on 
the telephone and talk with her about 
whatever he wishes. 


B™ on October 18, 1892, had the 
satisfaction of opening the New 
York-Chicago telephone line that had 
been made ready for the Columbian 
Exposition at Chicago. Again on Janu- 
ary 25, 1915, he took part in ceremo- 
nies that opened the first transcontinen- 
tal telephone lines, New York to San 
Francisco, During these ceremonies he 
talked part of the time from New York 
over a replica of the first telephone 
Watson had made for him in 1875, con- 
nected through the original wire over 
which the first sentence had been trans- 
mitted, March 10, 1876. 

He repeated: “Mr. Watson, come 
here; I want you,” his first message 
over the telephone back in 1876. But 
Watson, his former assistant, had to 
reply from San Francisco that he would 
be glad to, if Bell would just wait a 
week, In this way, Bell fulfilled within 
ten years his earlier prediction that 
someday entire nations would be united 
by long-distance telephone wires. 

In his later life, Alexander Graham 


“THE first telephone switchboard for commercial use began 
operations at New Haven, Connecticut, with twenty-one sub- 
scribers in 1878. Bell left the company once it was on its 
way and he resided in the following years in Washington, 
D. C., devoting much of his time to defending the lawsuits 
brought by his inventor-opponents and experimenting with 


a flying machine.” 


339 MAR. 13, 1947 











PUBLIC UTILITIES FORTNIGHTLY 


Bell anticipated some modern develop- 
ments in a rather curious way. He 
worked out a method of telephoning 
over a beam of light, and, in so doing, 
he was approaching on a light use basis, 
the use for communication purposes of 
selenium, whose resistance to elec- 
tricity changes when it is exposed to 
light. 

When his earlier experiments were 
successful, he wrote to his father from 
Washington in 1880 with character- 
istic enthusiasm : “I have had articulate 
speech produced by sunlight! I have 
had a ray of the sun laugh and cough 
and sing! . . . The photophone is an 
accomplished fact . . .” It was appar- 
ent that, while making no attempt to 
send or dictate radio waves, as these 
are now known, Bell, nevertheless, was 
the first man to convey speech on elec- 
tromagnetic radiations, first to put 
forth an invention to which the prefix 
“radio” was applied, and first to use in 
electric communication today’s beam 
projector antenna. 

It is also a curious fact that, in so 
far as he used infrared rays in the 
photophone, he was anticipating the 
military use of these rays during both 
World War I and World War II. Re- 
cent reports by scientists of the Office 
of Scientific Research and Develop- 
ment on German progress with this 
method of transmission indicate the 
German army made considerable head- 
way with it during World War II. 


his early years in Boston, Bell de- 
cided to become a citizen of the 
United States where his scientific am- 
bition was first fired and later bore such 
rich fruit. He applied for first papers 
on October 27, 1874, and was admitted 
to citizenship at Washington on No- 
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vember 10, 1882—a fact of which he 
was always very proud. At his request 
his epitaph on his grave at Beinn 
Bhreagh, his summer home in Bad- 
deck, Nova Scotia, reads: “Born in 
Edinburgh . . . died a citizen of the 
U.S.A.” 

He paid tribute to this country and 
to this government in a public address 
on the 100th anniversary in 1891 of 
the signing by President George Wash- 
ington of the United States Patent 
Law. In the course of his remarks Bell 
declared : 

The invention in this country of a new 
form of government and the production of 
the Constitution of the United States, must 
stand as one of the most remarkable in- 
ventions in the history of man, as far-reach- 
ing in its consequences as the invention of 
the steam engine or the electric telegraph. 
Alexander Graham Bell was not 

without honor in the British Empire 
and elsewhere. Before his death on 
August 2, 1922, at his summer home 
in Nova Scotia, he was decorated by 
virtually every government of every 
civilized nation of the world. As early 
as 1880, he was awarded the Volta 
prize by the French government, using 
the 50,000 francs to establish in Wash- 
ington the Volta laboratory which is 
still at work on problems connected 
with helping the deaf to hear and to 
speak. He won numerous gold medals 
and awards from institutions and ex- 
positions during the latter years of his 
life, not the least of which was the 
Thomas Alva Edison Gold Medal 
awarded to him by the American Insti- 
tute of Electrical Engineers in 1914. 

It hardly seems necessary to deny 
that he seriously ever regretted invent- 
ing the telephone, although some 
facetious remarks made by him at 
times were given this distorted mean- 
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ing. Mrs. Bell shortly after the death 
of her husband, made it very clear that 
he never had the faintest idea of re- 
gretting his invention, 

This is what she wrote in disputing 
the rumors: 

“There are few private houses more 
completely equipped with telephones 
than ours at 1331 Connecticut avenue 
(Washington, D. C.), and there was 
nothing that Mr. Bell was more par- 
ticular about than our telephone service 
here (Baddeck). For nearly all of the 
thirty-five-odd years we have been here 
he saw personally to its proper work- 


ing. We never could have come here in 
the first place or continued here, but 
for the telephone which kept us in close 
touch with doctors and neighbors and 
the regular telegraph office. ... Mr. Bell 
did like to say in fun, ‘Why did I ever 
invent the telephone?’ but no one had 
a higher appreciation of its indispensa- 
bleness or used it more freely when 
needed — either personally or by 
deputy—and he was really tremendous- 
ly proud of it and all it was accomplish- 
ing... . I shall always be thankful that 
the telephone worked so well that last 
day—serving its father so loyally.” 


























The Limit of Regulation 


oa regulation should be limited to absolute 
necessity, and we should all remember that when we 
cease to function under voluntary codperation we must, of 
necessity, become a regulated people with government as the 
master and the people the servant, rather than as we were 
established, with the people as the master and the government 
as their servant. 

“.. Liberty is freedom, but freedom is not free, and all we 
need to do to destroy our individual freedoms and our great 
American system of business is to tinker with the delicate ma- 
chine that relies for its success upon proper human relationships, 
with voluntary, wholehearted codperation as its foundation. 

“Our great system can no longer function if we consider 
labor a commodity, or we disregard the fact that private capital 
will only find a working place to create profit and employment 
if opportunity for reward is secure under the law, Under- 
standing codperation and tolerance by all groups, coupled with 
the determination to preserve it, is the only answer.” 

—ALBERT W. HAWKEs, 
U. S. Senator from New Jersey. 
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Do the Workers Understand 


Industrial Peace? 


The lack of understanding of the worker of the true facts about his 

company and how it operates, also of the simple economic principles of 

business, are the principal underlying causes of industrial conflict. Any 

company not busy on working out a good program of better information 

to its employees and to the community is neglecting one of the greatest 
forces for industrial peace. 


3y HERMAN W. 


HE public utility industry has 
more than an average stake in the 
maintenance of industrial peace. 


The disastrous economic and other 
consequences of a work stoppage 


affect the public interest in probably 
no line of business to such a grave ex- 
tent as in this field of public service 
enterprise. The shocking example of 
the Pittsburgh power strike last year 
is still too fresh in our memory to war- 
rant any doubt of this. 

Yet, it is quite possible that the em- 
ployees of public utilities—the great 
gas, electric, telephone, transit, and 
other utilities—are not much, if any, 
better informed concerning the under- 
lying requirements of industrial peace 


*For personal note, see “Pages with the 
Editors.” 
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than the employees in other industries. 
In other words, it may be found upon 
examination that the public utility in- 
dustry has at least as much need for a 
true and basic understanding of in- 
dustrial peace to be inculcated in its 
working force as any other industrial 
line. 

All agree that industrial peace is 
needed, but when we begin to discuss 
the means we find leaders at opposite 
poles in their thinking. Everyone ad- 
mits there should be a change, but they 
want the other fellow to do the chang- 
ing. They want to keep as much of 
their own position intact as they pos- 
sibly can. 

For instance, some labor leaders do 
not want to concede one inch of the 
ground they have fought for and won, 
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either by legislation, government fa- 
vors, or strikes, while some manage- 
ments feel things won’t ever be better 
until we get back to the golden days of 
their running their own business with- 
out any outside interference. 


| gomneniess and labor will not even 
agree as to what has happened this 
past year. Ask, “Why were there so 
many strikes?’ Manufacturers will 
say, almost to a man, that it was a case 
of labor leaders ganging up against in- 
dustry. Labor leaders say the plain 
facts were, that the cost of living rose 
so high workers could not make both 
ends meet. They see nothing wrong in 
nation-wide strikes. 

No wonder the public is confused. 
But they are no longer complacent. 
Their mood has changed. They be- 
lieve there is an answer to this prob- 
lem, and they want that answer found. 
They demand action in no uncertain 
terms. 

In such a period of smoldering un- 
rest as this, often some one event takes 
place that brings the whole issue into 
sharp relief, and hastens action. I think 
we have such an event in the now 
famous Mount Clemens Pottery Case. 
It is as sudden as it is dramatic. But it 
was probably quite unpremeditated. 
The labor unions were doubtless more 
surprised than anyone else when one 
morning they found up their sleeve a 
great big ace they never knew they had, 
the decision of Judge Picard and the 
Supreme Court’s supporting opinion. 
Even the more recent opinion of Judge 
Picard drastically qualifying the origi- 
nal grounds for such litigation has not 
served to quiet the furore over the 
original detonation. 

The real role these portal-to-portal 


cases will play is that they will act as 
a spur for direct and speedy action on 
the part of our new Congress. Com- 
mon sense tells us that at last things 
have gone too far. The fact that such 
a fantastic situation could arise and be 
legal is the most eloquent argument for 
correcting our present labor laws. 

And until they are corrected, it is 
useless to expect any lasting industrial 
peace. 

Much of the present trouble dates 
back to the Wagner Act, in 1935. It 
is no longer a question as to whether 
that act should be modified or not; the 
only question is to what extent should 
it be modified ? 

In the eleven years before it was 
passed there were 11,830 strikes. In 
the eleven years after it was passed 
there were 38,621 strikes. Labor rela- 
tions were worse, and strikes increased 
almost fourfold. Plainly, it did not do 
what it was designed to do. It is now 
no longer a Magna Carta for labor, but 
the root of many of our troubles to- 
day. 


ie addition to the need of this labor 
act revision, both houses of Con- 
gress have their hoppers full of bills 
from the mild to the drastic, a wide 
range of plans from outlawing theclosed 
shop on the one hand to compulsory 
arbitration or theestablishmentof labor 
courts on the other, and, of course, bills 
to outlaw public utility strikes in vari- 
ous ways. 

Many Senators and Congressmen 
who have given deep study to labor re- 
lations for years advocate the complete 
revamping of our labor laws, includ- 
ing a ban on secondary boycotts, sym- 
pathy strikes, and political strikes. We 
may also see the banning of jurisdic- 
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tional strikes, for the public is fed up 
with them, as every poll shows, and is 
ready for legislation against them. 
There is also increasing public demand 
for preventing these strikes in public 
utilities, although this is by no means as 
simple an issue as it may appear to be. 

Who is to say what is a utility strike, 
and what is not? Is it just water, light, 
fuel? What about a loaf of bread? 
What about milk? If you have little 
children, those items are as necessary 
as a utility to you. It is not easy to draw 
the line. If the public could not buy 
shoes, that might be a menace to health. 
Then there are cases of danger to pub- 
lic health and safety if the main factory 
in a small town is out on prolonged 
strike, when it furnishes the sole sub- 
sistence of the people in that town. So 
there is no easy answer to the utility 
and public health question. Where does 
it end, if you should ban strikes in 
utilities ? 

Even more significant is the public’s 
changed attitude in regard to the closed 
shop. Ever since last August when a 
Gallup poll was taken, public opinion 
has shown up against the closed shop. 
Eighty-five per cent of people who were 
voters and 58 per cent of union mem- 
bers themselves were then against it. 
This sentiment is now further borne 
out in the recent election results in those 
states where they have voted to prohibit 
the closed shop. 


e 


Union leaders feel that such figures 
are not important since no highly in- 
dustrial state has taken a vote on this 
issue, but it is significant, nevertheless, 
as an indication of how the public feels. 
Fifteen states now have anticlosed 
shop laws and more are considering 
them, including the great industrial 
state of New York. Under the Wagner 
Act the closed shop is fully protected. 


I HAVE every confidence that our 80th 

Congress is well informed on these 
problems and that the program will be 
thoroughly threshed out. For the first 
time in many years we may hope to ar- 
rive at a fair balance in our labor laws 
so that they do not favor any one seg- 
ment of society but truly protect the 
people as a whole. 

In addition to new laws, much of 
the labor legislation now on our books 
needs clarification. Some of it was 
loosely and hastily thrown together in 
wartime, without having been clearly 
thought through as to how it might 
work, Much of it was written by peo- 
ple of little practical experience, and 
those with experience were not con- 
sulted, especially if it was thought they 
might oppose it. So, step by step, we 
have developed the present hodge- 
podge. 

By all means let us not destroy the 
advances labor has made, when we try 
to correct the evils that have crept in, 


“Many Senators and Congressmen who have given deep 
study to labor relations for years advocate the complete re- 
vamping of our labor laws, including a ban on secondary 
boycotts, sympathy strikes, and political strikes. We may 
also see the banning of jurisdictional strikes, for the public 
is fed up with them, as every poll shows, and is ready for 


legislation against them.” 
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but let us also have the courage to cor- 
rect the things that cry out to be cor- 
rected. 

It seems to me that, in addition to 
getting ourselves out of our present 
dilemma, we could well afford to put 
some thought on a broader program for 
industrial peace, unless we always want 
to be patching up errors and applying 
emergency measures. In the last anal- 
ysis no industrial peace can be 
brought about solely or permanently 
by legislation or compulsion—it can 
only be brought about by better under- 
standing, agreement, and codperation. 

Most of my life has been spent in 
manufacturing, as an executive, work- 
ing with employees, and being an em- 
ployee. The more I have observed the 
fortunes of business, the more I am 
convinced that the principal underlying 
cause of industrial conflict is the lack 
of understanding of the worker of the 
true facts about his own company and 
how it operates, and a further lack of 
knowledge of the simple economic prin- 
ciples of business. 

For example, very few workers seem 
to understand that the profit of labor 
is wages, and the profit of investment 
is dividends, that they both depend upon 
the success of the enterprise for their 
own success. Many a worker believes 
that the company keeps more money 
for itself than it pays to the worker in 
wages. Actually, the average company 
pays by far the largest share to wages. 
Very few companies have taken the 
pains to give their employees any facts 
on this subject. 


yy HER subject about which the av- 
erage worker knows very little is 
that the largest part of the cost of prac- 
tically all products is wages, and that 


substantial wage increases can only be 
paid either by increases in production 
and individual productivity or by in- 
creases in the price of the product. 
Every businessman knows this so 
thoroughly that he has taken it for 
granted. Yet much of the discussion of 
last year, beginning with Henry Wal- 
lace’s announcement, was based upon 
the erroneous belief that very sub- 
stantial wage increases could be paid by 
industry in general without price in- 
creases. 

After all of the bitter experience 
which the workingman went through, 
as well as the corporations, one would 
have thought that this economic truth 
had sunk in. Yet, today, we are getting 
the second chapter of exactly the same 
story, in the same words—“wage in- 
creases can be made by industry with- 
out corresponding price increases.” 
This time, however, judging from some 
recent polls, the workingmen them- 
selves in some of these large industries 
are inclined to believe that substantially 
higher wages will raise the prices of 
goods which they have to buy in spite 
of what their leaders say to the con- 
trary. 

Now, what can we do to meet this 
situation? Simply tell the story. Let 
every management of a business in 
this country take its best accountants 
and cost men and tell them to prepare 
in chart form the actual facts about its 
business, the effect of wages upon its 
prices, the number of cents out of each 
dollar which it pays for wages, and 
how much goes to profits. Let it 
have a series of conferences with its 
workers, explaining these facts, and us- 
ing these charts. Then the workers 
would know at least some of the facts, 
and no outside influence could get them 


345 MAR. 13, 1947 











PUBLIC UTILITIES FORTNIGHTLY 








’ I ‘HERE is an increasing demand for the prevention of strikes in pub- 


lic utilities. 


Let us not destroy the advances of labor, but let us have courage to 


correct abuses. 


“Guaranteed wages” — inherent stabliity of utility jobs precludes this 
being the problem it presents to other industries. 
The worker simply doesn’t know the true facts about his company and 


how it operates, in many cases. 


Neither legislation nor compulsion are permanent remedies—only better 
understanding can bring about agreement and codperation. 





to hastily go on strike in the expecta- 
tion that prices would not also go up. 

At the same time, if management 
would show the workers how they 
could increase their pay by increased 
productivity without increasing prices, 
then a really constructive job will have 
been done. 


yee subject is always being 
brought up by unions, and 
there seems to be very little infor- 
mation on it on the part of workers, 
and that is the reserves set up by a com- 
pany, such as for depreciation and re- 
placement of equipment. Some of you 
may have heard how Charles R. 
Hook, president of the American Roll- 
ing Mills Company, explained this mat- 
ter to his employees. Addressing a 
group of his workers one evening, Mr. 
Hook hauled out a pair of old worn- 
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out, dilapidated work shoes no longer 
fit to be worn. He asked them to im- 
agine him to be a worker who had worn 
these shoes for a year, but now they 
were worn out, and he needed a new 
pair. Where was he to get the money 
for a new pair? 

Then he pulled down from a shelf a 
fruit jar and spilled 52 dimes and said: 
“Fortunately, these shoes lasted me one 
year, and everyone of the 52 weeks 
of that year I have taken 10 cents out 
of my pay and dropped it in this fruit 
jar. Now I have $5.20, which is exact- 
ly the price of a new pair of shoes.” 
From a bottom drawer he pulled out a 
new pair, and turned the money over 
to the company storekeeper. 

“Now,” he said, “that is exactly 
what the company does to protect your 
job. The machinery you work at wears 
out, and unless the company sets aside 
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each month a part of its earnings, to 
accumulate the money with which to 
replace that machine with a new one 
when it is worn out, the plant would 
soon have to shut down and everyone 
would be out of work.” 

Everyone of those workers had a 
better conception of depreciation re- 
serve, and everyone who was suspicious 
before and thought it was a handy way 
of concealing profits knew differently 
from then on. 

A report made by the American 
Economic Foundation last year states 
that from careful surveys made it 
discovered that economic frictions are 
based, not upon prejudice against busi- 
ness, but upon ignorance of how busi- 
ness operates. Most people who attack 
business feel completely righteous in 
doing so. They are simply ignorant of 
who gets how much for doing what in 
a production process. 

Certainly when a worker once learns 
that wealth is created by production, 
it is easy for him to understand the 
quickest way for him to destroy wealth 
is by stoppage of production for any 
cause. When there is a work stoppage 
brought about by a strike the worker 
loses his wages, the stockholder who 
owns the business suffers from his in- 
vestment, and the public loses by not 
being able to purchase the product. 


| Soap summer an interesting survey 
was made which showed that of 
all the company executives interviewed 
over 75 per cent expressed their belief 
that less than 10 per cent of their em- 
ployees had a reasonably correct un- 
derstanding of their companies’ profits ; 
yet only 7 per cent of those companies 
had ever tried to do anything about it. 
The report commented: “The workers 


do not lack intelligence, but they do lack 
information.” Workers replying to a 
national survey on a question of how 
many had been given any information 
by their companies in regard to its 
plans showed 68.9 per cent as having 
had no such information at all. Is it 
any wonder that workers are confused, 
and when told they should demand 
more money or strike, that they do so? 

Unfortunately, many manufacturers 
don’t want to bother about all these 
things with their employees. As one 
said to me recently, “If I pay my help 
well and give them steady work, under 
good working conditions, that’s all they 
can expect, and what’s more—that’s all 
they are going to get.” That might have 
been all right twenty years ago, but it 
certainly is not all right today. They 
do expect more! And they are going to 
demand more. This is indicated in a 
recent public opinion survey made by 
one of the leading research organiza- 
tions, which disclosed that 75.5 per cent 
of all workers interviewed said they be- 
lieved that companies should go beyond 
furnishing good jobs and paying good 
wages, but should help workers and the 
community in other ways too. 

One of the most important parts of 
this survey is the conclusion that it pays 
a company to furnish information 
about itself freely to all of its employees 
and the community as well. It covered 
several industrial cities throughout the 
country and a number of plants in each 
of those cities. The companies were 
classified according to their policies: 
first, those companies who paid good 
wages and had good working condi- 
tions, but who felt they had no further 
obligation to their employees; second, 
those companies who not only paid 
their employees well, but also kept them 
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well informed about the company; 
third, those companies who not only 
paid their employees well and kept them 
informed about the company, but also 
kept the community informed. 


Fagan of the records of these com- 
panies over the past ten years 
shows that those in the third group who 
kept their employees and the commu- 
nity well informed stand head and 
shoulders above the other two groups 
in being free from labor troubles, in 
getting the first choice of help when 
needed, and in being considered as the 
best places in the community in which 
to work. This report also showed that 
good community relations begin in the 
plant, and that the standing of a com- 
pany in a community is largely a re- 
flection of what its own employees 
think about it, and, further, that strikes 
generate general ill will regardless of 
the cause of the strike or the reason- 
ableness of the company’s stand. 
Today, I believe any company which 
is not busy on working out a good pro- 
gram of better information to its em- 
ployees and to the community is 
neglecting one of the greatest forces to- 
ward bringing about industrial peace. 
All of this goes to show that em- 
ployee relations are human relations, 
and that they have a greater bearing 
upon the successful operation of an en- 
terprise than almost anything else. To 
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check on how any company is doing in 
its employee relations I recommend 
very highly a little booklet, largely in 
the form of questions, called Human 
Relations and Efficient Production, 
published by the labor relations depart- 
ment of the National Association of 
Manufacturers, It is chock-full of good 
ideas for better employer and employee 
understanding and contains hundreds 
of practical, concrete suggestions. 
Another underlying cause for in- 
dustrial conflict has been the early re- 
course to the use of force, threats, and 
strikes to settle an issue, instead of the 
intelligent instrument of collective bar- 
gaining. Strikes and picket lines never 
settle the merits of any issue. They 
only show which side is temporarily the 
stronger. It is true that collective 
bargaining has not been really tried by 
many managements and union commit- 
tees up to the present time. 
Connecticut, where I live, is a highly 
industrial state. The city of Bridgeport, 
where I work, is strictly an industrial 
town. Last winter and spring we ex- 
perienced some very severe strikes in 
Connecticut, some lasting for several 
months. None of these important 
strikes occurred because collective bar- 
gaining had failed. What we had in 
Connecticut last winter was not collec- 
tive bargaining, but high-pressure col- 
lective demanding, with the date for a 
strike definitely set in advance, if the 


“A REPORT made by the American Economic Foundation 

last year states that from careful surveys made it dis- 

covered that economic frictions are based, not upon prejudice 

against business, but upon ignorance of how business oper- 

ates. Most people who attack business feel completely right- 

eous in doing so. They are simply ignorant of who gets how 
much for doing what in a production process.” 
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management failed to meet the de- 
mands handed down from national 
union headquarters on the time schedule 
set by the union. 


6 ray demands did not come from 
the workers themselves in any 
particular plant, but from the inter- 
national union headquarters as a part 
of carefully organized drives to shut 
down whole industries at one time. 

Local union committees had been in- 
structed how to maneuver a strike vote 
through their union without showing 
their hand in advance. Coupled with 
this program were high-pressure news- 
paper releases, mass meetings, special 
editions of the union papers, radio time, 
and all the methods usually used by 
managements to sell their products. 
Only this time the managements were 
mostly silent, because they were afraid 
of the law which prevented them from 
saying what they would like to say to 
their own employees. 

There was also a great deal of fear 
on the part of many workers, who were 
not permitted to speak their minds at 
the highly organized union meetings 
which they attended. No, this bears lit- 
tle resemblance to real collective bar- 
gaining as unanimously approved and 
defined by President Truman’s confer- 
ence in November, 1945. 

American industry is now heading 
for another period of contract negotia- 
tions. In the interest of industrial peace 
why not try during the next few months 
to come to the bargaining table with 
open minds, willing to negotiate in the 
spirit of compromise and fair play, tak- 
ing into consideration only the true 
facts in any local situation. How much 
better this would be than another series 
of national drives, conducted from 


headquarters, which can so speedily 
damage the good will which exists be- 
tween the local union and the company. 
It is logical that genuine collective 
bargaining ona local basis, coupled with 
a good grievance procedure functioning 
throughout the year, contains the prin- 
cipal long-range method for bringing 
about industrial peace. 

Of course the labor union is going to 
ask for many things. That is part of 
its function. And management cannot 
afford to close its mind the moment it 
reads these demands, If management 
approaches the bargaining table with 
an open mind, a calm temper, and is 
always willing to hear the case, to ex- 
plain, to discuss mutual points of view, 
and present facts where facts are 
needed, then out of such an approach 
can come real agreement. 


Bb. be able to do this management 
needs to keep awake. It could 
very well be making studies now of 
important subjects which are apt to 
come before it at the bargaining table 
very soon. For example, one of the 
things we are bound to hear a great deal 
more about this coming year at the con- 
ference table is the question of a guar- 
anteed annual wage. Fortunately, for 
public utility management and work- 
ers, this is not a serious problem be- 
cause of the inherent stability of utility 
employment. But for other lines of 
business it is not a simple matter. 
Someone should be assigned the task 
of preparing a report so that the facts 
can be given to the union committee 
when the new contract is being con- 
sidered. Managers of businesses plan 
their finances well ahead. They plan 
their plant expansions far in advance, 
but most of them do not look ahead in 
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their labor relations, and constantly 
find themselves unprepared to discuss 
intelligently the demands of their work- 
ers. 

Another subject to which manage- 
ment needs to give careful considera- 
tion in advance is the subject of profit 
sharing. Unions have made as yet no 
concerted demands in this direction, 
and management isn’t bringing the sub- 
ject up—but the fact is that it has a 
great public appeal. The public reads 
about the successful operation of profit- 
sharing plans at Lincoln Electric Com- 
pany of Cleveland, or Eric Johnston’s 
plants in Washington, and elsewhere, 
and it says, “This sounds good. Why 
can’t we have profit sharing too ?”’ Man- 
agement had better have an answer. 
Here, again, there are hazards involved 
and potential losses which a business 
may not be able to sustain, but certainly 
management should be in a position to 
discuss this subject carefully with the 
union, and have full facts and figures 
if the subject comes up during a collec- 
tive bargaining session, 

One of the weaknesses on the part of 
managements which I have observed is 
that, when they face certain demands of 
this type, instead of calmly discussing 
the subject with their union committee, 
they fly off the handle and become ex- 
cited, thereby destroying any possi- 
bility of calm negotiation. 


ee are accustomed to 
thinking about cost and balance 
sheets, and they are apt to take for 
granted that their union members also 
know how the business is run. But 
unions think more in terms of strategy, 
of worker demands, and of union poli- 
tics. So it is important that manage- 
ments learn to know this understanda- 
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ble difference in methods of approach to 
their mutual problems. 

A helpful preparation for better col- 
lective bargaining performance for 
management is a good training pro- 
gram for all of its organization from 
foremen up, who have to deal in any 
way with the human relations of their 
workers, One of the finest programs in 
industry during the war was the so- 
called Training within Industry pro- 
gram. This program trained over one 
million and a half foremen in manage- 
ment techniques. There was the Job 
Instructor Training course, Job Meth- 
ods Training, and finally Job Relations 
Training. Each foreman was taught 
how to become a good instructor, and 
how to handle the men under him in 
an intelligent way. 

Thousands of companies throughout 
the country benefited from this Train- 
ing within Industry program, and it 
was an important factor in the great 
war production job which American in- 
dustry put across. 

When the war ended, this program 
was dropped by the government. How- 
ever, the original group of businessmen 
who set up this program for the gov- 
ernment, and who were lent to the 
government without pay, have set up a 
Training within Industry Foundation 
in New Jersey, which any industrial 
company can join by paying modest 
fees to cover actual cost. This is an- 
other great help to make management 
more efficient, and especially in help- 
ing foremen who are at that important 
key point of contact between workers 
and management. It is to be hoped that 
this organization will succeed in getting 
the necessary support from industry for 
improving the industrial relations and 
industrial production program for 
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peacetime as it did so effectively during 
the five years of war. 


Sew subject of how to obtain in- 
dustrial peace is a broad one, with 
rapid changes in emphasis. We live in 
swiftly changing times, and manage- 
ment as well as labor needs to test con- 
stantly, study, check, and improve to 
meet these changing conditions. 

Unfortunately, we have inherited a 
pattern of strife and strikes which is 
antiquated and completely inadequate 
for these times. We are very loath to 
form a new pattern, more in line with 
civilized and intelligent thinking. 

Somehow we have to be told things 
over and over again—and then end up 
learning the hard way, by bitter ex- 
perience. 

Recently I came across some remarks 
by William Howard Taft, at Cooper 
Union, in New York city, back in 1908. 
I was amazed at how pertinent they 
were to today’s situation. He was asked 
about his position in regard to labor, 
and he said: “What the employer of 
labor must face is that the organization 
of labor—the labor union—is a per- 
manent condition in the industrial 
world. It has come to stay.” 

Remember that was in 1908. He 
stated a minority opinion then. I quote 
further : 


If the employer would consult his own in- 
terest, he must admit this and act on it. 
The blindest course an employer of labor 


can pursue is to decline to recognize this as 
the controlling influence in the labor market. 
Time and time again one has heard the 
indignant expression of a manager of some 
great industrial enterprise that he did not 
propose to have the labor union run his 
business, that he would deal with his own 
men and not with outsiders. [Doesn’t that 
have a familiar sound!] The time has 
passed in which that attitude can be assumed 
with any hope of successfully maintaining it. 


He went on to say: 


There is a wide economic and business 
field in which the interests of the wealthiest 
capitalist and of the humblest laborer are 
exactly the same. [We are hearing that said 
now, as if it were a new idea.] 

Labor leaders .. . are at times intoxicated 
with the immense power that they exercise. 
Dealing with them is trying to the patience 
of the employer . . . On the other hand, the 
arrogance is not confined to one side. The 
wise men among the employers of labor and 
the labor leaders are those who discard all 
appearance of temper or sense of power and 
attempt by courteous consideration and calm 
discussion to reach a common ground. One 
of the greatest difficulties in peaceful adjust- 
ments of controversies between labor and 
capital is the refusal of each side to take 
time to understand the attitude of the other. 


\ ‘ ) HAT common-sense thoughts— 


and how aptly expressed by Presi- 
dent Taft! If we had only listened to 
that advice, which we got for nothing 
back in 1908, and had followed it, what 
a lot of grief and trouble we would have 
saved ourselves ! 

So why not industrial peace ? We can 
have it if we work for it hard enough. 
For only as we work together towards 
this common goal, replacing misinfor- 
mation with understanding and rash- 
ness with reason, may we build a 
brighter industrial future for America. 





The Investor’s ‘““Take-home” Pay 


COVE hear a lot these days about maintaining the take-home pay 
of workers. What about the need for maintaining the take-home 
pay of the investors? That is just as important. Out of the earnings 
paid in dividends and reinvested by stockholders and out of earnings 
retained in the business comes the capital that makes jobs possible.” 


—ALBERT BRADLEY, 


Executive vice president, General Motors 


Corporation, 
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Should State Commissions 
Regulate Utility Labor Relations? 


The states are now considering proposals to turn over 
to their respective regulatory commissions the addi- 
tional responsibility of settling or arbitrating labor 
disputes which threaten to result in public utility 
strikes. Is such a plan practical or desirable? 


By ROSCOE AMES* 


s these lines are written, the num- 
A ber of bills on labor union re- 
form and strike control, which 
have been placed into the hopper of the 
80th Congress, steadily mounts to- 
wards the 100th mark. In the state leg- 
islatures now meeting in regular ses- 
sions in 44 state capitals, it is safe to 
say that the number of similar bills 
must have long since passed that mark, 
and would be closer to the 1,000th 
mark. 

We know, of course, that only a 
small fraction of bills, which blow in 
this way, on a wave of public demand 
or general agitation, ever get to the 
stage of serious committee considera- 
tion, much less actual voting. But un- 
less Congress and the state legislatures 
manage to repeal the law of averages 
(for all previous legislative perform- 
ances ) this blizzard of labor bills is cer- 
tainly going to result in a fair-sized 





*Labor relations analyst, Washington, D. C. 


epidemic of new labor laws on our 
statute books—when the smoke of the 
session season has finally cleared away. 

Roughly, about a fifth of these bills 
seems to be aimed directly at public util- 
ity labor disputes or the somewhat 
more vague and broader classification 
of “industries vitally affecting the 
public interest.” As U. S. Senator Ball 
(Republican, Minnesota), a most ac- 
tive legislator on this issue, has pointed 
out in this publication—the public has 
such a direct stake in public utility serv- 
ice as to warrant special treatment for 
any labor dispute which might threaten 
the cessation of that service. The reme- 
dies range from jail sentences for util- 
ity strikers to compulsory arbitration. 
The arbitration bills, in turn, range 
from the use of existing mediation ma- 
chinery to setting up special labor 
courts. 


wo states, however, now have be- 
fore them somewhat unusual pro- 
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SHOULD STATE COMMISSIONS REGULATE LABOR RELATIONS? 


posals of special interest not only to all 
utility labor and management but also 
to all state regulatory commissions. In 
a word, these two proposals would drop 
the hot potato of the public utility labor 
disputes directly into the laps of the 
state regulatory commissions, now 
charged with fixing rates and super- 
vising the service, securities, etc., of 
public utility operations. 

The question of commission control 
of utility wages is not a new one, even 
though the active suggestions and con- 
crete proposals to that effect are today’s 
innovations. Records of many state 
commissions show clearly that the idea 
has often come up in hearings and de- 
terminations, but has nearly always 
been rejected by commission rulings. 
Except for putting a curb on excessive 
salaries of utility executives, by em- 
phasizing commission prerogatives to 
call a halt to “excessive” costs of any 
kind in utility rate structures, commis- 
sions have steered clear of wage delib- 
erations, Labor, they have indicated, is 
a matter for management, not regula- 
tion. This precedent goes pretty far 
back. 

In 1919, the California Railroad 
Commission, after hearing a rate case 
regarding the Associated Terminals 
Company, flatly stated that it was not 
its function to determine what a proper 
and reasonable labor wage would be. 
Also in that year, two Indiana Public 
Service Commission cases resulted in 
a qualification of that exclusion. The 
commission admitted it had no author- 
ity to fix salaries of employees, but did 
have the power to determine the just 
and reasonable operating expenses of 
a utility. About the same time, a Ne- 
vada commission declared it sould re- 
quire a utility to increase its operating 


expenses to pay better wages to its effi- 
cient employees, so long as those wages 
were not excessive and also provided 
the raise wouldn’t be reflected in un- 
reasonable rates for service. 

That, in general, has been the atti- 
tude of commissions through the past 
generation. They have almost uni- 
formly taken due note of wages as a 
part of operating expense and, except 
for the case mentioned above, have ap- 
parently felt that wage structures were 
neither unjust nor unreasonable, for 
they did nothing about them. During 
World War II, when the War Labor 
Board took over all wage controls, 
state regulating bodies avoided getting 
involved in wage agreements and nego- 
tiations. At present, though, with na- 
tional controls off and utility unions 
under no legal compulsion to stay on 
the job when disputes arise, the states 
are looking for better methods of han- 
dling strike situations in vital public 
services. 


, | ‘unis brings us right up to date, 


and to two cases in point where 
the search for this better method has 
led directly to the doors of state regu- 
latory commissions. In the first case, 
there has been introduced in the Mary- 
land legislature a bill outlawing all 
public utility strikes and vesting all en- 
forcement of the law in the Maryland 
Public Service Commission, Under 
terms of this bill, the commission could 
investigate causes of utility labor dis- 
putes, seek temporary solutions, issue 
temporary orders, and see that final de- 
cisions are carried out. If the commis- 
sion finds that a wage increase is indi- 
cated, it would have the power to raise 
utility rates to meet the heavier wage 
burden. Commission orders could then 
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Control of Utility Wages 


. of Ben question of commission control of utility wages is not a new 

one, even though the active suggestions and concrete proposals to 

that effect are today’s innovations. Records of many state commissions 

show clearly that the idea has often come up in hearings and determina- 
tions, but has nearly always been rejected by commission rulings.” 





concern wages, hours, and working 
conditions. The right to strike would 
be denied utility workers, and the com- 
mission is given practically all the 
means to see that they do not, includ- 
ing strong criminal penalties for stop- 
pages either by company or union. 

So far, there has been no statement 
from the Maryland commission indi- 
cating whether it feels pro or con about 
the bill. Certainly if the attitude of a 
near-by commission can beheld synony- 
mous, it will stand emphatically against 
the measure. The New Jersey Board of 
Public Utility Commissioners has in- 
dicated pretty definitely how it feels 
about similar proposals made in that 
state. No such bill has been dropped 
into its legislative hopper, but for more 
than a year now two governors have 
been advocating that utility labor mat- 
ters should go to the commission for 
settlement. 

New Jersey has an antiutility strike 
law, wherein the state government 
takes over utility properties threatened 
with a strike, and operates them until 


the labor dispute is settled. When the 
New Jersey labor commissioner laid 
his plans to keep struck plants going in 
such emergencies, he found that much 
technical data heneeded were in the files 
of the state board of public utility com- 
missioners. He also found that, if the 
strike was so complete that no trained 
workers remained on duty, the engi- 
neers and other experts on the utility 
board staff would have to assist him in 
operating the plants or service would 
fail. He promptly went on record in 
favor of having the utility board han- 
dle the whole affair. 


| Sopa when the New Jersey Bell Tele- 
phone Company went to the state 
board for an increase of $11,000,000 
in its rates, company employees an- 
nounced they would seek an increase 
in wages amounting to better than $8,- 
000,000. Again the board was men- 
tioned as the iogical locale for any wage 
negotiations that required governmen- 
tal assistance. But its members are 
holding out against the idea. The board 
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has sent Governor Driscoll a memo- 
randum outlining its objections to the 
proposal. 

The board’s objections boil down to 
this: First, it would be swamped with 
constant appeals, first from labor, then 
from management, and so on. Next, the 
board would be placed squarely in the 
middle of all labor-management argu- 
ments. It feels that management would 
soften and go along with wage raise 
proposals, figuring that any wage boost 


would be met by a corresponding rate 


hike, while labor might much prefer 
to bargain with state commissioners 
than with company officials. Finally, 
the board fears that, amid all the con- 
fusion, the public’s interest would be 
neglected, and the whole purpose of 
setting up the board would be thus 
defeated. 

These, it must be admitted, are valid 
arguments, and well thought out. They 
are borne out by the weight of prece- 
dent, too. But if we were to join the 
state executives and legislatures trying 
to find this “better method” of han- 
dling utility labor affairs, we would not 
necessarily find these arguments con- 
clusive without much more extensive 
exploration. If we were to take a micro- 
scopic view of the varied functions of 
some of these regulatory commissions, 
we might find them regulating things 
much farther afield of “public utilities” 
than utility wages and hours, Without 
disparaging commission functions in 
the slightest, it must be stated that its 
duties are legion. 

There are at least two state commis- 
sions which extend their authority to 
warehouses. Seven or more commis- 
sions exercise some control over rail- 
roads. In Puerto Rico, the public serv- 
ice commission regulates the sugar in- 


dustry, and all the island’s distilleries 
as well. In five states, regulatory au- 
thority is vested in a corporation com- 
mission, which thereby deals with 
every corporation chartered under state 
law, enforcing “blue sky” laws, etc. 
There are commerce commissions, and 
even a commission of business regula- 
tion, while various public service com- 
missions exercise jurisdiction over 
many nonutility matters. One New 
England state commission regulates the 
quahog business, preventing the de- 
population of the American clam from 
the sands beneath Narragansett bay. 


[ state commissions can concern 
themselves so ably about matters 
that, at first glance, do not seem to be 
within the usual province of a public 
service regulatory body, then why not 
assign them a function which fits much 
more pertinently into their jurisdic- 
tion? In exercising their rate-regulat- 
ing duties, they must weigh the wage 
question in reaching any decision. Why 
not let them examine wages even more 
closely, and give the public the benefit 
of their acknowledged judgment in a 
situation that badly needs care and rea- 
son. 

And while we’re examining this 
thing, let’s turn our lens on labor com- 
missions and the men who now handle 
labor in general for the states. Most of 
these men are lawyers. Some of them 
may haveextensiveeducation in the field 
of labor relations, but, byand large, most 
of them were lawyers or government 
“career” men first and labor experts 
second. Applying this yardstick of 
merit to public service commissions, we 
find that a majority of commissioners 
are lawyers, some with extensive util- 
ity backgrounds. But in the main they 
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were lawyers first, and public service 
experts second. Is it asking too much 
of them to direct their legal minds to 
the consideration of related matters in 
the utility labor field? 

Taking a longer view, it seems like- 
ly that state regulating commissions 
may be drawn into utility labor situa- 
tions eventually, either through state 
seizure or new rate controversies. It 
might be to their advantage to set a 
wage pattern that could be more 


smoothly integrated into related rate 


patterns, instead of waiting for some 
other agency to handle wages without 
thought of what effect wage increases 
would have on rates. It might be better 
to have commissions apply their ounce 
of prevention now, rather than to call 
on them for several pounds of cure 
sometime in the future. 


5 foo fact still remains, too, that 
some agency must do the job. 
Evading the issue won’t solve it at all. 
It is natural not to want to be caught 
in the middle of a running battle, but 
any Office which gets the chore will of 
necessity be caught in the middle. Com- 
missions are always caught in the mid- 
dle, so to speak, each time they hear a 


rate case. They would still be subject 
to double doses of pressure while con- 
sidering a rate increase application fol- 
lowing a wage raise which was not of 
their own making. It is impossible for 
commissions to ignore the labor side of 
the utility structure, or to escape its 
pressures. 

The regulatory authority over util- 
ity wages is likely to be created. It will 
be created either by enlarging an exist- 
ing body or setting up a new one. If the 
unit which gets the chore is not the 
public service commission, then a new 
regulatory agency operating and ex- 
panding uncomfortably close to the 
present commission’s jurisdiction must 
be expected. No labor board or court 
could do its job properly without step- 
ping on the commission’s toes occa- 
sionally. Thus a commission which 
dodges this suggested responsibility 
might well be encouraging the growth 
of a strong and possibly rival agency 
right in its own back yard. Passing the 
buck usually results in somebody else 
grabbing for it. If the public service 
commission doesn’t handle utility la- 
bor, some other agency of government 
will. 

It’s as simple as that. 





.. an unanswerable answer—to 


TT is an answer . 

the false philosophy of Karl Marx, and that answer 
is the United States of America and all that it stands for and has 
meant in human, history since the day the Declaration of Inde- 
pendence was signed and the Liberty Bell rung and the Con- 
stitution of the United States formed, and through all the years 
down to this very day. For here in this great land of ours, more 
people have had more freedom, more opportunity, more mate- 
rial wealth, more education, more happiness, under private 
capitalism and free enterprise and the freedoms guaranteed by 
the Constitution of the United States than in any other country 
or under any other system or under any other economic or 
political philosophy in the world.” 


—J. P. SEIBERLING, 


President, Seiberling Rubber Company. 
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Nebraska, the Public Power State 


Part I. Background to an economic experiment. 


What were the underlying causes which gave rise to 

the movement for the public acquisition of power sup- 

ply in Nebraska that recently culminated in complete 
public ownership and operation? 


By JUDSON KING* 


N December 2nd last, Nebraska 
@ became the first state to acquire 
100 per cent public ownership 
and operation of electric utilities with- 
in its borders. On that day the last of 
15 private companies, purchased dur- 
ing the past six years, passed to public 
control when, at the Guaranty Trust 
Company in New York, a $42,000,000 
check was handed over and title to the 
properties of the Nebraska Power 
Company was transferred to the Oma- 
ha Public Power District which com- 
prises the city of Omaha and environs. 
Thus ends fourteen years of warfare 
as strenuous as that over Tennessee 
Valley Authority. But before radicals 
begin to cheer and conservatives to 
moan, let it be observed that this epi- 
sode contains important lessons for 
both sides in the nation-wide contro- 
versy over control of power and related 
matters. 





*For personal note, see “Pages with the Edi- 
tors,” 


It is a curious fact that the small 
businessmen, farmers, and stockmen 
who in 1932 started the movement 
which brought on this conflict were not 
public ownership men and had not the 
faintest idea of heading up a statewide 
public power system. Indeed, many of 
them were strongly opposed to the New 
Deal and to Senator Norris, thinking 
him a well-meaning but impractical 
idealist as did holding company execu- 
tives in New York, Chicago, and Ne- 
braska who later opposed him. The 
truth is that as a rule both sets of lead- 
ers as well as state and Federal official- 
dom involved found themselves con- 
fronted by an inexorable Twentieth 
Century situation of the gravest char- 
acter, the answer to which lay above 
and beyond their inherited conceptions. 


| prego power, the subject 
of this article, is but part of the 
most basic problem facing the agricul- 
tural state of Nebraska; namely, con- 
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trol of the waters of its rivers—the 
Platte in particular. And this problem 
also confronts the states in the Missouri 
river watershed of which the Platte, 
whose source is the Rocky mountains 
and bisects Nebraska, is a principal 
tributary. 

It was and is a fight for economic 
survival because vast areas of this por- 
tion of the bread basket of the nation 
are beginning to turn to desert. This 
because of pioneer man’s disregard of 
the laws of nature, which take scant 
notice of state and Federal statutes, 
court decisions, or bond house ideas of 
safe investments. Despite the warnings 
of scientific conservationists—before 
and during Theodore Roosevelt’s day 
—the farmers, stockmen, and business- 
men of Nebraska, even as those of oth- 
er states, adhered to the ways of their 
fathers and invited the ruin which 
threatened them. It is of interest to note 
that Dr. George E. Condra of the Uni- 
versity of Nebraska was one of these 
great early conservationists. But it was 
not until the early 1920’s that drought, 
dropping of underground water levels, 
floods, erosion, depletion of soil fertil- 
ity, and crop failures for lack of water 
aroused the state to vigorous action. 
Then the Reclamation Bureau was 
asked to finance an irrigation project 
in central Nebraska which included a 
small power development. It was 
granted but killed in Congress in 1925 
despite the efforts of Senator Norris 
and others. 


Irrigation Is Blocked 
pn years passed during which a 


variety of investigations were 
made. In 1929 under the governorship 
of A. J. Weaver the state made an ap- 
propriation of $25,000 for a compre- 


hensive power survey which revealed 
the necessity for broad-gauge, multi- 
purpose planning. The demonstration 
was finally complete that the state must 
have low-cost water and low-cost pow- 
er to ensure a sound economy, both 
rural and urban. What it needed was 
money and here came the impasse. Such 
a setup, in the language of the street, 
was not attractive to private capital 
and much of it outside its sphere. So 
the people of Nebraska were thrown 
back on their own resourcefulness, but 
they had no money. Came seven years 
of drought capped by the 1930 depres- 
sion which brought suffering and de- 
spair difficult for eastern urbanites to 
realize. Suicides were frequent. This 
in briefest brief is the background 
which must be held firmly in mind if 
we are properly to evaluate the course 
of events which followed. 


Public Works Extends a Hand 


On January 22, 1932, Congress on 
the recommendation of President 
Hoover created the Reconstruction 
Finance Corporation to supply credit 
and meet a national crisis. Among oth- 
er public and private bodies which 
availed themselves of this Federal as- 
sistance were separate groups of busi- 
nessmen who organized to promote 
long-wanted irrigation and power proj- 
ects. Two things were necessary: a 
state law and engineering plans for ap- 
proval by RFC which required projects 
to be self-liquidating. After a stiff bat- 
tle in the then two-chambered legisla- 
ture, with the utilities in opposition, 
a bill was passed authorizing the crea- 
tion of public power and/or irrigation 
“districts” comprising any number of 
counties, to be controlled by directors 
elected by the people. This act, “Sen- 
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ate File 310,” was signed by Governor 
Charles W. Bryan April 18, 1933. In 
the meantime surveys had already be- 
gun. 


The Loup River Public Power District 
(The “Columbus Project’ ) 
Re example, the businessmen of Co- 

lumbus went into action seven 
months before “File 310” was ap- 
proved. The Loup rises in north-cen- 
tral Nebraska, flows 225 miles south- 
east, and enters the Platte. Fed by nat- 
ural sand reservoirs it is not sharply 
seasonal, In 1908 Nebraska’s pioneer 
power promoter, H. E. Babcock, had 
launched a private company to harness 
the stream which failed. Phil Hocken- 
berger, real estate and insurance, had 
been intrigued with this idea since boy- 
hood. In September, 1932, with all busi- 
ness flat, he called a meeting of citizens 
and made a proposal. It was approved. 
A committee was appointed and $12,- 
000 pledged. Fred Albert, whoremained 
with the project and is now chief hy- 
droelectric engineer and assistant gen- 
eral manager, and George E. Johnson, 
former state engineer, were engaged 
to prepare plans for a 46,000-kilowatt 
hydroelectric power plant. They con- 
tributed their services. Later the Loup 
River Public Power District was or- 
ganized with Charles B. Fricke, drug- 


gist, president; Dr. J. E. Meyer, vice 
president; C. C. Sheldon, farmer and 
stockman, treasurer; and Harold Kra- 
mer, coal and gravel dealer, secretary- 
manager, who has since devoted his en- 
tire time and energy to the enterprise. 
Application for a loan went to RFC. 
The late Arthur Mullen, of Omaha, 
Democratic national committeeman, 
was retained as attorney. 

The Public Works Administration 
was created on June 16, 1933, and took 
over all such applications from RFC. 
In January, 1934, a loan and grant of 
$7,300,000 was approved and Loup 
construction later went forward. In all 
this, speed was the word to meet the 
local and national emergency, relieve 
unemployment, and rehabilitate busi- 
ness. 

Loup directors then proposed to 
repay to government by selling their 
power wholesale, principally to the Ne- 
braska Power Company which served 
Omaha. 


The Platte Valley Public Power and 
Irrigation District 
(The “Sutherland Project” ) 


OLUMBUs lies in the eastern one- 
fourth of Nebraska which has 
normal rainfall. Not so the remaining 
three-quarters. Its River Nile is the 
Platte, flooded in spring and so dry in 
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“On December 2nd last, Nebraska became the first state to 
acquire 100 per cent public ownership and operation of elec- 
tric utilities within its borders. On that day the last of 15 pri- 


vate companies . 


. . passed to public control when, at the 


Guaranty Trust Company in New York, a $42,000,000 check 
was handed over and title to the properties of the Nebraska 
Power Company was transferred to the Omaha Public Power 
District which comprises the city of Omaha and environs.” 
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summer that, believe it or not, you could 
then walk across its bed without get- 
ting your feet wet. On this river 200 
miles west of Columbus lies the city 
of North Platte. Along the north side 
of the river for around 100 miles were 
six old, privately owned, run-of-river, 
ditch - irrigation companies serving 
1,500 farms on a total of 70,000 acres. 
Decreasing soil fertility and recurrent 
droughts had brought distress and 
many bankruptcies. The towns were 
hard hit. 

At North Platte lived Keith Neville, 
banker, stockman, and ex-governor 
who, at the same time, got an idea and 
got busy. A committee was formed and 
a request went to Washington for an 
RFC loan to construct a storage reser- 
voir near Sutherland, build additional 
canals, and furnish ‘supplemental 
water” to these companies and also two 
on the south side of the river. The plan 
included a 26,000-kilowatt water pow- 
er plant. 

Neville was a Democrat and, with 
an eye to the main chance, his board 
likewise engaged Arthur Mullen as 
their Washington attorney. In June, 
1933, the Platte Valley Public Power 
and Irrigation District was organized 
with Harry Williams, banker, presi- 
dent of the board ; Don Price, chief en- 
gineer and manager; E. H. Evans, at- 
torney; and Gerald Gentleman, secre- 


tary. 
A application to RFC soon went 


forward. It was transferred to 
PWA and in November, 1933, a loan 
and grant of $7,500,000 was approved. 
How did the project expect to repay 
its debt ? By selling water to the irriga- 
tion companies and wholesale power to 
the private utilities and municipalities. 


The Central Nebraska Public Power 
And Irrigation District 
(The “Tri-County Project’) 


On the south side of the Platte, about 
halfway between Columbus and North 
Platte, lies the largest single irrigable 
area in Nebraska, some 120 miles long, 
20 miles wide, and stretching through 
three counties and into a fourth, hence 
the name Tri-County. Hastings is the 
capital of the area. For a generation 
George P. Kingsley, banker and grain 
dealer, and C. W. McConaughy (fa- 
ther of the idea) had led a forlorn 
movement to induce the Reclamation 
Bureau to develop a project there. They 
almost succeeded in 1925 but were 
blocked in Congress as before noted. 


S ie. creation of RFC and PWA 
revived old hopes. Pioneer Kings- 
ley had died in 1929 but his son, Dr. 
D. W. Kingsley, took his place as ac- 
tive leader. He with McConaughy pro- 
moted the Central Nebraska Public 
Power and Irrigation District in the 
summer of 1933. When finally organ- 
ized Dr. Kingsley was made president, 
John W. Kipp, vice president, and at- 
torney R. O. Canaday, an ardent irri- 
gationist, as secretary and counsel. 
Professor Clark E. Mickey on leave 
from the state university was employed 
as engineer to prepare the application 
to PWA. George E. Johnson, who had 
been studying plans for the project since 
1915, returned from the Loup assign- 
ment as consulting engineer in May, 
1934, and was made chief engineer and 
general manager. 

Plans were made to irrigate 500,000 
acres and develop 32,000 kilowatts of 
power. Uncle Sam was to be reimbursed 
by direct sale of water to farmers and 
of power to municipalities. Request for 
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Control of Rivers 


sag gr eagrorennge power ...is but part of the most basic prob- 

lem facing the agricultural state of Nebraska; namely, 

control of the waters of its rivers — the Platte in particular. And 

this problem also confronts the states in the Missouri river watershed 

of which the Platte, whose source is the Rocky mountains and bisects 
Nebraska, is a principal tributary.” 





a loan and grant of $27,475,000 went to 
the state advisory committee in Novem- 
ber. The plans reached Washington 
early in 1934—and then, bump! Every- 
thing was held up. Small-scale, inde- 
pendent operations had collided, not 
with “bureaucracy” but with “economic 
feasibility’ and modern engineering. 


Emergence of the Little TVA 


The crux of the matter is just here. 
Three separate, self-centered projects 
had asked a total of around $42,000,- 
000. Under the law Secretary Ickes 
could allot 30 per cent as “grants” to 
prime the business pump and relieve un- 
employment, but the remaining $30,- 
000,000, roughly, would be advanced 
as loans which must be repaid and that 
brought a head-on collision in Ickes’ 
official family. The engineering divi- 
sion, headed by Chief Clarence McDon- 
ough, disapproved the project. Later 
a power division was set up with Dr. 


Clark Foreman, director; engineer K. 
Sewell Wingfield, assistant director; 
and J. D. Ross of Seattle City Light 
fame, chief engineer. They, in codpera- 
tion with the Nebraska engineers, 
worked out a drastic revision of plans 
to make the projects financially sound. 


Greene Ickes resolved the con- 
flict by appointing a board to re- 
view the whole Nebraska situation. Dr. 
Elwood Mead, Commissioner of Recla- 
mation, was made chairman. The board 
went to Nebraska, made a firsthand in- 
spection, and on December 6, 1935, 
unanimously signed a report which, in 
the main, approved the solution ad- 
vanced by engineers Wingfield and 
Ross. In brief, it found: 

In view of the extreme variations 
in river flow for the storage capacity 
proposed, both the Sutherland and the 
Tri-County projects were insufficient 
for self-sustaining irrigation. The same 
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was true for power. It would be largely 
secondary and not profitably market- 
able. Although the Loup project had no 
irrigation, much of its power was sec- 
ondary. Because of ice conditions and 
irregular stream flow it needed firming 
up. Hence the independent units could 
not meet the state’s need. Consolidated 
they could be made self-liquidating, 
provided a great multipurpose, on-river 
reservoir dam be built at the Keystone 
site above North Platte (later named 
Kingsley dam). This reservoir would 
store the entire winter-spring onrush 
of the Platte; control floods and supply 
sufficient irrigation for both projects. 
It would develop 300,000,000 kilowatt 
hours of firm power and firm up Loup, 
making a total of 500,000,000 kilowatt 
hours of firm power. Provided again 
that all power plants were intercon- 
nected with a 115-kilovolt transmission 
500-mile network tapping the power 
market. Jt was imperative, however, 
that the hydros unite under a single 
management. 

In joint conference all three project 
boards agreed to this plan. It would 
add $27,600,000 to the total cost but 
was worth it as it would save the situa- 
tion. PWA approved it and the news- 
papers began to talk of Nebraska’s 
“Little TVA.” 


The Power Companies and Others 
Resist 

N this point, as veteran project lead- 

ers will tell you, “all hell broke 
loose” in Nebraska, New York, and 
Washington. The 15 operating compa- 
nies of the state controlled chiefly by 
30nd and Share, Stone & Webster, Mid- 
dle West, and United Light & Power, 
had thus far kept a watchful and none 
too friendly eye on Nebraska doings. 


They had expected to purchase whole- 
sale such relatively small power as 
might be developed. But this Kingsley 
dam proposition providing for a huge 
block of power to be sold from a public 
grid was too much. Acting jointly the 
Iowa-Nebraska Power Company et al. 
filed a suit in the U. S. District Court at 
Washington in February, 1936, with 
the late Newton D. Baker and Dean 
Acheson, now Assistant Secretary of 
State, as attorneys, enjoining Secretary 
Ickes et al. from advancing any fur- 
ther money to finance Kingsley dam or 
power facilities. Government attorneys 
were Jerome Frank, now judge of the 
U. S. Circuit Court of Appeals in New 
York, and John W. Scott, later mem- 
ber of the Federal Power Commission, 
now in private practice in Washington. 
Construction not under way was thus 
suspended for two years until Febru- 
ary, 1938. By reason of a U. S. Su- 
preme Court decision, this and many 
other like injunctions, nation wide, 
were dismissed. 

Arthur Mullen, attorney for Platte 
Valley, fought the new scheme and 
tried to induce President Roosevelt to 
reject it. But Senator Norris, who had 
been greatly distressed over the whole 
situation and who warmly approved 
the plan, urged the President to approve 
it, which he did and made a sensational 
political break with Mullen for that and 
other reasons. 


N™ the Platte Valley directors 
unexpectedly withdrew from the 
plan. One feature of the design had 
been to divert water from the Platte to 
the Republican watershed and irrigate 
200,000 acres in Adams, Phelps, and 
Kearney counties in Tri-County terri- 
tory. Suit was brought by the private 
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irrigation companies and the Platte 
board joined them. In June, 1936, the 
Nebraska Supreme Court ruled it was 
illegal to transfer water from one river 
basin to another and today this promis- 
ing area is without irrigation because 
of state law. However, a change in the 
membership of the Sutherland board 
restored harmony among the three 
projects’ directors. Grand Island, north 
of the Platte, rival of Hastings, took 
up cudgels alleging the new undertak- 
ing would adversely affect its under- 
ground water table. Many farmers took 
alarm for various reasons. And so it 
went. 

At long last, in the spring of 1938, 
Kingsley dam construction was begun. 


It was dedicated July 22, 1941. The 
power plants were installed and the 
trunk lines of the transmission network 
were built just in time for the hydros 
to supply private companies and the 
government with a big block of emer- 
gency power needed for war produc- 
tion. 

Meantime the directors of the three 
hydros who in 1936 had agreed to joint 
management had been faced with the 
serious problem of where they were to 
find a market for the large block of 
power in prospect with indifferent mu- 
nicipalities and hostile private systems 
occupying the field. 

How it was solved will be the sub- 
ject of the next article. 


The second part of this article will appear in the March 27, 1947, issue. 








Power and Light in Chile 


at 1 HE number of electric-generating stations in Chile ex- 
ceeds 250. Approximately 200 of these have capaci- 
ties of less than 100 kilowatts. Of the remaining 50, the largest, 
which is in Santiago, has a capacity of about 100,000 kilowatts. 

“Recent data on output of electrical energy are not available. 
In 1939 an estimated 1,400,000,000 kilowatt hours were gen- 
erated, with nitrate and copper companies supplying 728,000,- 
000, public utilities 528,000,000, and manufacturing industries 
150,000,000. More than one-half of the total energy produced 
was hydroelectric in origin, 

“Chile’s hydroelectric power potential is estimated at from 
1,000,000 to 3,500,000 kilowatts, the greater part of which re- 
mains undeveloped. In response to the increasing demands of 
local industries the government has inaugurated a long-range 
program for expanding the electric power industry.” 

—Excerpt from International Reference 
Service. 
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Merit Ratings for Utilities 


Payroll tax reductions are proposed in several states, 

owing to huge sums piled up in unemployment com- 

pensation reserve funds. Proposals for adoption of 

“merit ratings” in some states would benefit public 

utilities because of their high degree of stable year- 
around employment. 


By BETHUNE JONES* 


NE of the few hopes of public 
O utilities and other industries 
for tax reduction at the state 
level lies in the accumulation of a 
total of nearly $7,000,000,000 in state 
unemployment compensation reserve 
funds—more than three times the 1941 
level and regarded on all sides as far 
more than sufficient to meet any fore- 
seeable need under present laws. 
Because of their high degree of em- 
ployment stability, public utilities also 
stand to benefit from current proposals 
in several states for extension or adop- 
tion of so-called “merit-rating” or 
“experience-rating” provisions under 
which unemployment compensation 
tax rates vary to reward maintenance 
of stable employment. Some 42 states 
now have such provisions in some form 
or other. 
Instead of being drained by postwar 





*Professional writer, Red Bank, New Jersey. 


unemployment, as some pessimists had 
predicted, unemployment compensation 
reserve funds are continuing to pile up 
while claims are diminishing. Federal 
Social Security Commissioner Arthur 
J. Altmeyer pointed out in his recent 
annual report that unemployment com- 
pensation claims dropped from a post- 
war peak of 2,000,000 a week in March, 
1946, to about 1,000,000 at the end of 
last year. 


¢ a Bin scnn is general agreement that 
these funds are sufficient for a 
more adequate program,” Altmeyer 
says. “There is every reason, therefore, 
why the states should examine their 
unemployment insurance programs 
now and make such changes as are 
desirable.” 
Altmeyer’s idea of a “more ade- 
quate” program would include further 
broadening of the coverage of unem- 
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ployment compensation laws, liberal- 
ization of benefits, relaxation of dis- 
qualification provisions, and expansion 
of social insurance protection by pro- 
viding for a system of cash benefits to 
employees out of work through sick- 
ness or temporary disability. All of 
which would be welcomed by organ- 
ized labor, some elements of which 
would go further by making the funds 
available to strikers. 

While bills to liberalize unemploy- 
ment compensation laws are flooding 
state legislatures throughout the coun- 
try, in continuation of a trend which 
has made rapid progress in recent years 
and is unopposed by business as long 
as it stays within reasonable bounds, a 
survey of developments in state capi- 
tals indicates that the huge pie of ac- 
cumulated reserves will not be sliced 
exclusively for the benefit of labor. In 
many states bills also are being strong- 
ly pressed for reduction of the unem- 
ployment tax contributions of employ- 
ers, which now total more than a bil- 
lion dollars a year—far more than is 
produced by any other single form of 
state taxation. 

A payroll tax cut of about 20 per 
cent, as well as liberalization of unem- 
ployment benefits, was recommended 
to the Tennessee legislature by State 
Employment Security Commissioner 
W. O. Hake. To give employers an es- 
timated saving of $3,270,000 a year, 
he recommended that payroll taxes be 
reduced from the present maximum of 
3.3 per cent to 2.7 per cent, and a mini- 
mum of .75 per cent instead of the 
present 1 per cent, with the rate vary- 
ing according to employment stability. 
He also suggested that maximum 
weekly jobless checks be increased from 
$15 to $18, and the duration of pay- 
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ments from sixteen to twenty weeks. 


¢ Rhode Island, Governor John O. 
Pastore called for reduction in un- 
employment compensation taxes, an in- 
crease in the amount and duration of 
benefits, and broadening of the law to 
include workers in establishments em- 
ploying fewer than four persons. 
Rhode Island employers are renewing 
their efforts to obtain tax reduction 
through an experience-rating system 
which the state now lacks. 

A proposal by the Vermont Unem- 
ployment Compensation Commission 
would reduce the minimum rate of con- 
tributions by employers, under that 
state’s merit-rating system, from 1.5 
to 1 per cent. The commission also 
recommended that coverage be ex- 
tended to employers of four or more 
persons, instead of seven or more as at 
present; that the waiting period re- 
quirement be cut from two weeks to 
one; and that dependency benefits be 
allowed. Broadened coverage and lib- 
eralization of benefits was advocated 
by Governor Ernest W. Gibson in his 
inaugural message to the Vermont leg- 
islature. 

Florida’s legislature, which doesn’t 
convene until April, will consider a 
suggestion by Chairman Carl Smith of 
the state industrial commission that 
employers be given another $4,000,000 
unemployment tax cut, in addition to 
savings of some $3,000,000 a year they 
received under 1945 merit-rating legis- 
lation. Smith also would extend cover- 
age to firms with three or more em- 
ployees, instead of the present eight or 
more. 

In his message to the Washington 
state legislature, Governor Wallgren 
called for a reduction of the state un- 
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Unemployment Compensation Reserve Funds 


ais geceese of being drained by postwar unemployment, as some 

pessimists had predicted, unemployment compensation reserve 

funds are continuing to pile up while claims are diminishing. Federal 

Social Security Commissioner Arthur J. Altmeyer pointed out in 

his recent annual report that unemployment compensation claims 

dropped froma postwar peak of 2,000,000 a week in March, 1946, to 
about 1,000,000 at the end of last year.” 





employment compensation tax from 
2.7 to 1.5 per cent, which he said would 
bring “an estimated annual saving of 
$12,000,000 to approximately 41,000 
employers in the state.” 

Connecticut’s legislature was urged 
by Governor James L. McConaughy 
to effect ‘‘a reduction in the unemploy- 
ment compensation tax particularly in 
view of the reserves that have been 
created.” A subsequently introduced 
bill would reduce the tax paid by em- 
ployers from an average of 2.1 per cent 
to 1.1 per cent. It also would raise 
maximum benefits from $22 for twenty 
weeks to $25 for twenty-six weeks. 


yrerw Vail M. Pittman told 
the Nevada legislature “a further 
substantial reduction in employers’ 
rates” would be possible in that state, 
which gave tax benefits to employers 
under a 1945 merit-rating law. 

The merit-rating issue is being 


raised again in New York state, which 
now has a unique tax-credit plan un- 
der which refunds are made to employ- 
ers with stable employment, but which 
employers complain denies them bene- 
fits of the convention merit-rating sys- 
tem and places them at a disadvantage 
with employers of other states. Changes 
also are being sought because, under 
the present wording of the law, em- 
ployers are faced with the prospect of 
no tax rebates this year, despite the 
fact that the state’s reserve fund is at a 
record billion-dollar level. 

Enactment of permanent legislation 
providing for merit rating is sought in 
Pennsylvania, where the system has 
been in effect under a war-duration 
law, reducing costs to more than 50 
per cent of the state’s employers to a 
1 per cent levy. The law resulted in 
an estimated saving of approximately 
$160,000,000 to Pennsylvania em- 
ployers during the 1944-45 biennium. 
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MERIT RATINGS FOR UTILITIES 


Backed by Governor Carlson, a 
Kansas bill would reduce the total un- 
employment compensation tax there by 
20 per cent, while at the same time rais- 
ing maximum benefit payments from 
$16 to $18 a week. 

The governors of Montana, Oregon, 
and South Dakota called for liberalized 
unemployment compensation benefits, 
but did not refer to possible tax reduc- 
tion. Liberalization bills also are pend- 
ing at this writing in California, Mary- 
land, and other states. 


T° some states unemployment com- 
pensation tax reductions may be en- 
acted only to be offset by other forms 
of new or added taxes. A payroll tax 
to offset unemployment compensation 
tax reduction is proposed in Rhode Is- 
land, for example, while higher levies 
against corporations are proposed in 
Connecticut. But, despite these and a 
variety of other new or added tax bills 
in many states, the hope of relief in any 
form of taxation is nevertheless wel- 
come, and unemployment compensation 
tax reduction, where incorporated with 
merit-rating provisions, will be par- 
ticularly beneficial to public utilities. 


| gerne for payment of unem- 
ployment benefits to strikers had 
not at this writing appeared widely in 
current-year legislatures and were not 
expected by observers to make much 
progress in view of present public sen- 
timent on the labor issue. The laws of 
New York, Pennsylvania, Rhode Is- 
land, and Tennessee now permit such 
payments, but Louisiana’s law last 
year was amended to exclude jobless 
benefits to strikers, as is the general 
practice in other states. Employers 
point out that to allow such payments 
puts them in the position of subsidizing 
strikes against themselves since unem- 
ployment taxes, in virtually all states, 
now are levied exclusively against the 
employer. 

In addition to the state taxes, the 
Federal government levies a tax of .3 
per cent against employers’ payrolls 
for administration of unemployment 
compensation. The returns from this 
tax, however, have been approximately 
double the amount allocated for state 
administration. Employers favor a 
change in the Federal law in this re- 
spect to provide for taxation only in ac- 
cordance with actual need. 





“sy i Te cannot think of atomic power as apart from those 
who direct its course and use, and define the purposes 


for which it is put. That is a towering responsibility which may 
safely be entrusted only to those who have a deep faith in the 
human spirit, to whom the interests of human beings come first. 
That responsibility is not safe with men, in public life or private 
undertakings, to whom people are only a market—a market for 
new gadgets, a labor market with which to make the gadgets, a 
political market to be cajoled and organized and voted. To them 
the people of a democracy have little capacity to choose wisely; 
the people are to be circumvented, not consulted; tolerated, 
not trusted.” 

—Davip E, LILIENTHAL, 

Writing in The Nation, 


367 MAR. 13, 1947 


XUM 








jaa 


Competition for Public Funds 


HE late Speaker of the House, Joe 

Byrns, used to say, “What this 
country needs is a good 5-cent nickel.” He 
was referring to the inflationary tendency 
of Congress and the administration to 
talk at cross-purposes whenever they 
were discussing appropriations, taxa- 
tion, and other fiscal matters, When an 
administration official, for example, talks 
about a “drastically limited Federal 
budget of $32,000,000,000,” he actually 
means what he says. He has visions of 
all the Federal bureaus and agencies vir- 
tually having to take off their skins and 
dance around in their bones. 

But the economy-minded prototype of 
the present Congress approaches this 
from a different angle and says indignant- 
ly, “What is drastically limited about a 
budget of $32,000,000,000?” Both are 
justified within the framework of their 
own economic premises. The trouble is 
that the premises are different. The ad- 
ministration official assumes that the pub- 
lic welfare demands that the Federal gov- 
ernment get along somehow, even in 
pinch-bellied fashion, in the scope if not 
the manner to which it has become ac- 
customed. 

The Congressman, on the other hand, 
may think that public welfare demands 
not only a retrenchment but an actual 
curtailment in many functions which the 
Federal government has come to exercise 
during the past decade. To him it is not 
a question of how much to cut down. It 
is a question of how much to cut out. 


— because they are still using the 
same words while talking about en- 
tirely different things, the budget con- 


Washington and the 


Utilities 


troversy in Congress keeps racing around 
in circles and the day is postponed when 
the Congress and the administration 
actually come to grips with the basic ques- 
tion of just how far the Federal govern- 
ment is supposed to go on a number of 
operations. What complicates this battle 
of semantics are the huge sums involved 
in the conversation. The talk is all in bil- 
lions of dollars, which is truly astronom- 
ical as far as realization of dollars is 
concerned. It is over the public’s head 
and probably over the heads of most of 
the Congressmen. 

And so the public grows apathetic and 
Congressmen do likewise if the debate 
goes on long enough. But it is really our 
money they are kicking around and talk- 
ing about. It is the hay-bale collection 
of thousands to millions of $1, $5, $10, 
and $20 bills which most of us have to 
turn over to Uncle Sam on the Ides of 
March—or a reasonable facsimile there- 
of. 

One virtue of the LaFollette-Mon- 
roney Act has been to bring this vast 
over-all Federal budget into somewhat 
sharper focus, even for the congressional 
eye. The Republican leadership of 
Congress has decided tentatively to slash 
$6,000,000,000 out of the budget. The 
House was expected to pass it in its virgin 
form under a gag rule. The Senate was 
expected to cut it down to around $,000,- 
000,000 under pressure of Army and 
Navy protestations and some eagle 
screaming from other bureaus and de- 
partments. Eventually, a compromise 
seems to be in prospect. 

What actually has been accomplished 
in the process of putting the same fiscal 
slide rule on the income as on the outgo 
(a requirement of the LaFollette-Mon- 
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roney Act) is to bring some Federal 
agencies into competition with others. 
The Army and Navy, due for the deep- 
est cuts, naturally scream the loudest. 
Certain housekeeping expenses, such as 
annual appropriation money for the run- 
ning of old-line agencies in terms of sal- 
aries, cannot be cut very much. So, 
whether the cut is $4,000,000,000 or $6,- 
000,000,000, the Army and Navy find 
themselves in essential competition with 
other bureaus for the taxpayer’s dollar. 
At this writing it looks like a pretty good 
scrap. 


* 


Strange Alliance 
ips threatened cut in funds for vari- 


ous projects of the Reclamation 
Bureau presents a prime example of how, 
not only the different bureaus, but the 
sub-bureaus, are looking each other over 
critically. The Interior Department sub- 
committee of the House Appropriations 
Committee doubtless would like to cut 


down on some of these projects for the 
fiscal year 1948 so that little more than 
token funds would be forthcoming. Rec- 
lamation Bureau supporters have scur- 
ried about for outside assistance. The re- 
sult has been a little surprising. The 
Columbia river valley work, for example, 
has attracted some support for more Fed- 
eral funds from not only public power 
agencies but also business-managed elec- 
tric utility companies. Other projects of 
the Reclamation Bureau have not been so 
successful and may well be cut off with 
little more than nominal amounts. If 
Representative Jones ( Republican, Ohio) 
has his way, the amounts will be small, 
indeed. 

The coalition of municipal and private 
utilities in favor of more funds for 
Columbia river development is contained 
in the following “statement of policy” 
submitted to Congress by a group of 
Northwest public and private power 
executives, headed by C. A. Erdahl, com- 
missioner of the department of public 
utilities of the city of Tacoma, Washing- 
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NEW FEDERAL GENERATING CAPACITY NEEDED IN THE NORTHWEST TO 1953 


(As agreed upon at conference in Tacoma, January 22, 1947) 


I ncrease in 
Load Each Year 
In Kilowatts 


Total Kilowatts 
Of Capacity Re- 
quired Each Year 


Additional 
Kilowatts Kilowatts 
Of Generating Of New Ca- 
Capacity Ordered pacity Required 


December, 1947 251,000 371,000 1 145,000 2 226,000 
1948 296,000 296,000 240,000 3 56,000 
1949 396,000 396,000 360,000 4 36,000 5 

Total new capacity required to 1949, for which no 
SI RE NUN SI ok ike k snrccovenccdanwesnecrceeenanes 318,000 & 
1950 313,000 313,000 0 313,000 
1951 349,000 349,000 0 349,000 
1952 303,000 303,000 0 303,000 
1953 282,000 282,000 0 282,000 
Total new capacity required to 1953, for which no 
I SD IT Cig cities aie als oi a baneebdadesususeeeeunee 1,565,000 


1 Includes one additional Coulee unit (120,000 kilowatts) for reserve. 
: . One unit at Alder dam of Tacoma, 25,000 kilowatts, and seventh unit at Grand Coulee, 120,000 
<ilowatts. 

$ Eighth and ninth units at Grand Coulee, 120,000 kilowatts each. 

# Tenth, eleventh, and twelfth units at Grand Coulee, 120,000 kilowatts each. 

5 City of Seattle contemplates installation of a unit of 40,000 kilowatts peaking capability in 
1949. This has not been allowed for in the figure shown. 

6 While additional Coulee units would take care of necessary peaking, they would not supply 
the energy required to carry the load without additional upstream storage. 
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ton. Other signatures on the “statement 
of policy,” adopted at the conference in 
Tacoma last January 22nd, were as fol- 
lows: K. M. Robinson, president, Wash- 
ington Water Power Company; Frank 
M, Warren, Jr., executive vice president, 
Portland General Electric Company; 
Paul B. McKee, president, Pacific Power 
& Light Company; T. E. Roach, vice 
president and general manager, North- 
western Electric Company ; H. C. Webb, 
vice president, Puget Sound Power & 
Light Company; and E. R. Hoffman, 
superintendent of lighting, city of Seattle, 
department of lighting. 

The text of the statement is as follows: 


It is recognized that provision for future 
supplies of electric power adequate to main- 
tain continued industrial, agricultural, and 
utility development in the Pacific Northwest 
depends upon the construction of multiple- 
purpose projects on the Columbia river and 
its tributaries. The Federal government, by 
numerous acts of Congress, has assumed re- 
sponsibility for the construction of these 
multiple-purpose projects. 

The assumption of this utility responsibil- 
ity by the Federal government has caused in- 
vestors and management of both publicly 
and privately owned industrial and power 
distribution enterprise in the states of Oregon 
and Washington to plan their investments 
and developmental programs in the belief 
that this Federal policy will continue. 

Recognizing that the existing generating 
capacity in the Northwest is now fully uti- 
lized and that the maintenance of an adequate 
power supply is of extreme importance, the 
undersigned privately and publicly owned 
utilities, after conferring with representatives 
of the Federal agencies concerned, have given 
careful consideration, first, to the power re- 
quirements by year through 1953; and, sec- 
ond, to the requirements for the construction 
of additional backbone transmission circuits 
needed to bring power supplies from Federal 
projects to the region’s load centers. 

As a result of these extended deliberations, 
and detailed load studies, it is determined and 
agreed that new Federal generating capacity 
in the amount of 318,000 kilowatts, over and 
above the 745,000 kilowatts of generating 
units now on order, will be required between 
now and November 1, 1949, to meet the 
present critical power supply problem; and 
1,565,000 kilowatts will be required by No- 
vember 1, 1953, as set forth in detail in the 
attached memorandum. To meet these re- 
quirements it is urged that the necessary ap- 
propriations be made available as rapidly as 
possible to the Corps of Engineers and to the 
Bureau of Reclamation. 


Inasmuch as these Federal generating 
plants are located a considerable distance 
from the region’s load centers, and inasmuch 
as present transmission facilities of the Bon- 
neville Power Administration are already ap- 
proaching conditions of full load, it is agreed 
as essential that appropriations for back- 
bone transmission facilities be made avail- 
able to the Bonneville Power Administration 
on an annual and continuing basis adequate 
to provide a means for the delivery of power 
to_load centers. 

Finally, it is the belief of the undersigned 
that provision for these facilities will permit 
the development of a strong regional 
economy which will prove to be of lasting 
benefit to the nation as a whole. 


os 
Raver-Stockman Feud 
EPRESENTATIVE Lowell Stockman 


(Republican, Oregon), only western 
member of the Interior Department’s 
subcommittee on appropriations, got so 
angry with Bonneville Administrator 
Paul A. Raver that he wrote a letter to 
Secretary of Interior Krug bluntly sug- 
gesting that Krug fire Raver. But evi- 
dently Dr. Raver will not bounce—not 
right away at least. Secretary Krug was 
on tour in Idaho at the time he received 
Representative Stockman’s letter. He 
stated: 

Dr. Raver did an outstanding job in pro- 
viding power early in the war and I am con- 
fident that any differences which may have 
been developed with Representative Stock- 
man can be worked out. 

The Stockman letter, made public in 
Washington on February 13th, asked for 
Raver’s resignation on the grounds that 
Raver had failed to furnish full informa- 
tion and give complete codperation to a 
House subcommittee handling Interior 
Department appropriations. Raver de- 
clined comment on the letter. 

Following Krug’s defense of Dr. 
Raver, two small movements developed 
in Congress. One group decided to en- 
list support for Representative Stock- 
man’s demand for ousting Raver. An- 
other, headed by Representative Mans- 
field (Democrat, Montana), agreed to 
come to his defense, as well as to promote 
valley authority legislation generally. 

Dr. Raver has had previous trouble in 
Appropriations Committee hearings on 
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WASHINGTON AND THE UTILITIES 


justifying figures and statements relating 
to Bonneville policies to the satisfaction 
of his congressional critics. Representa- 
tive Jones (Republican, Ohio), then as 
now a member of the House Appropria- 
tions Committee, suggested in the 79th 
Congress that there should be a special 
congressional investigation of the Bonne- 
ville Administration, because he had 
never been able to get a straight story out 
of Dr. Raver, despite repeated requests.* 
Evidently Representative Stockman is 
having the same difficulty and considers 
the Bonneville Administrator’s reticence 
a form of defiance. 

There is no reason to expect that Secre- 
tary Krug will budge from his support 
of Raver, and in no event would anything 
be likely to be done about it before the 
end of March. However, if Interior De- 
partment finances get to the point of 
actually bargaining with the House Ap- 
propriations Committee, it may eventu- 
ally develop that “there will be some 
changes made.” 


* 


Gas Expansion Plans 


ee prompt action on processing 
the winning bid for the purchase of 
the Big and Little Inch pipe lines was 
taken by the War Assets Administration 
shortly after the result of the bidding was 
announced. Texas Eastern Transmission 
Company plans to take over lease of the 
Big and Little Inch lines, now held by 
Tennessee Gas & Transmission Com- 
pany, on April 30th, and will operate the 
lines under present rate conditions until 
final sale is consummated, 

The $143,127,000 successful bid of 
Texas Eastern was approved by the De- 
partment of Justice, War Assets Admin- 
istrator Littlejohn announced on Febru- 
ary 25th. The WAA Administrator ac- 
cordingly has signed a letter of intent 
which means WAA accepts the bid of- 





*Jones’ remarks about his difficulties with 
Administrator Raver appeared in the Con- 
gressional Record, April 25, 1945. Reviewed in 
Pusiic Utiuities FortNicGHTLY, November 8, 
1945, page 654. 
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fered by the corporation. It soon 
after should receive a check for 
$1,000,000 as second payment on the 
lines, Texas Eastern said recently. Then 
Texas Eastern will begin negotiations on 
temporary lease past April 30th to govern 
operations until the sale is final. 
Following agreement on this tempo- 
rary lease, Texas Eastern will file applica- 
tion with the Federal Power Commission 
for a temporary certificate to operate the 
lines. This will remain in effect until a 
permanent certificate is granted. 
Meanwhile, Texas Eastern will operate 
the lines under well-head pressure to 
transport natural gas, presumably to the 
same group now served by Tennessee Gas 
in the Ohio area, east to Pittsburgh. Plans 
on areas to be served next year are uncer- 
tain, as market negotiations have not be- 
gun. It was pointed out, however, that 
the lines are physically capable of replac- 
ing declining supplies in the Appalachian 
region, or furnishing additional gas to 
(1) Philadelphia, New Jersey, and Balti- 
more; (2) metropolitan New York, east 
of the Hudson; or (3) New England. 


iE U. S. Bureau of Mines seems to 
be well satisfied to date with its ex- 
periments in the underground gasification 
of coal at the mines of the Alabama 
Power Company near Birmingham. Al- 
though the gases brought out of the pipes 
leading to the underground combustion 
produced only a low volatile gas (hard- 
ly capable of sustaining a flame), engi- 
neers in charge are convinced they have 
developed a good possibility for firing 
steam boilers by gas piped directly from 
mines. The current tests seeking poten- 
tial industrial uses for the gas created by 
burning coal in the mine have turned up 
several practical gas applications. One is 
synthetic liquid fuels; another is heating 
utility steam boilers with the hot gases. 
So far, experiments indicate that only 
power plants in mining areas would be 
able to tap the new fuel source, but con- 
tinued research is planned to explore the 
field. The coal gas may provide a substi- 
tute for water power in dry western 
regions, where there are inferior coal de- 
posits, according to mine experts. 
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Bell System’s Growth Noted 
On Anniversary 


HIs month of March has already 

been distinguished by the notable 
celebrations commemorating the centen- 
nial of the birth of Alexander Graham 
Bell, inventor of the telephone, and 
pioneer of many practical communica- 
tion devices taken for granted today. 
Without going into any astrological data, 
this month of March has been noted for 
its briskness, its awakening to the spring 
of a new year, and it must have trans- 
muted much of its character to the genius 
whose mind ran to such different chan- 
nels than more commonplace mortals. It 
was in March, 1875, that Bell set up his 
first laboratory for the study of a tele- 
phone instrument, and it was in March a 
year later that his first patent, one of the 
most controversial documents in Ameri- 
can patent history, was granted him for 
his telephone. 

On March 10, 1876, he uttered those 
famous words, “Mr. Watson, come here, 
I want you!” that were heard far down 
the hall by his assistant by means of the 
new device. Seventy-one years later, the 
Bell laboratory had grown to 6,000 men, 
and some of its research is still directed 
toward a matter dear to Bell’s heart— 
speech instruction to the deaf. Just re- 
cently the Bell laboratories announced 
the discovery of a new technique to teach 
the deaf to speak by visible means. Bell 
had been led to his telephone invention in 
his quest for just such a technique. His 
centennial year marked its discovery. 


THER studies now going on in the 
Bell laboratories might have 


Exchange Calls 
And Gossip 


astounded even the far-sighted inventor 
himself. Among them are developments 
in experimental overland radio-relay sys- 
tems; one connecting Boston and New 
York will be ready for use this summer. 
Another between Chicago and New York 
was recently applied for to the Federal 
Communications Commission, and is 
planned for completion in 1950. For 
radiotelephone transmission over water, 
Bell laboratory men are working on 
microwave equipment, a wartime innova- 
tion, spanning the waters between the 
Massachusetts coast and Nantucket 
island, as well as between Los Angeles 
and Catalina island in the Pacific. Micro- 
wave television tests are also under way 
in the House of Bell. Thinking back on 
it, however, and recalling Bell’s predic- 
tions of a nation-wide telephone network, 
plus the development of radio, radar, and 
the airplane from some of his ideas, it is 
hard to picture anything astounding 
Alexander Graham Bell. 


* 


AT&T Annual Report 
Sounds Careful Note 


Fe an even better look at what Bell has 
wrought in the country of which he 
was not even a native (he was naturalized 
in 1882), there is at hand the 1946 annual 
report of the American Telephone and 
Telegraph Company, his giant corporate 
brain child. Employer of 617,000 people, 
with revenues running over two billion 
dollars a year, AT&T reported all-time 
highs in income, taxes, and expense. But 
although the report duly marked the cen- 
tennial of its inventor, it reflected the 
modernity of the times by being very 
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EXCHANGE CALLS AND GOSSIP 


realistic about its own state of affairs. 
There were warning flags posted all along 
its figure-packed 41-page route. 

One of the chief warnings was that its 
tax load is pretty staggering. Telephone 
users alone, it reported, paid $320,000,- 
000 in telephone excise taxes last year. 
Adding the amount that the company 
paid in taxes to this first amount, you 
arrive at a tax bill for each telephone in 
the United States of $24 yearly for an 
average. This is more than twice the in- 
vestment return of $10.23 per share, of 
which tax refunds made up 73 cents, The 
number of telephones is greater than the 
number of shares outstanding, so the 
comparison ‘s still shaded a little. Bell 
revenues were up 8.4 per cent from 1945, 
but operating expenses jumped 24.9 per 
cent. 

AT&T proudly announced again that 
it was the most widely owned corporation 
in the world, with 695,660 stockholders, 
no less than 500 in each state of the 
union, and more than half of them wom- 
en. Though it certainly qualifies as “Big 
Business,” nearly all of its stock is 
owned in blocks of less than 100 shares. 
Approximately 50,000 of its employees 
own shares, and AT&T is about to seek 
more capital from its own ranks. A new 
employee stock purchasing plan is soon 
to be inaugurated, with the intention of 
selling $2,800,000 worth of stock to Bell 
employees via the payroll deduction 
method. So far, Bell unions have indi- 
cated they will go along with the payroll 
financing scheme. The company has 
sloganized its financing policies like this: 
“The capital of the Bell system comes 
from the savings of many rather than 
from the wealth of the few.” 


foe with its tax warning, AT&T 
added a sobering note regarding the 
company’s indebtedness. Debt obliga- 
tions, it revealed, have increased to 38 
per cent of total capital, 7 per cent over 
last year and only 7 per cent under the 
firm’s all-time debt load high of 45 per 
cent in 1920. In the race between 
revenues and operating expenses, the re- 
port shows that “ole debbil expense” is 
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pulling up on revenues steadily, with no 
relief in sight. 

Wages ate up 58 per cent of expenses 
last year, 10 per cent more than in 1945, 
Bell filled 80 per cent of all installation 
demands waiting at the end of 1945, and 
70 per cent of all new applications filed 
during the year. Yet at year’s end there 
were still 2,000,000 applications on file. 
The company added 2,000,000 circuit 
miles to its toll and long-distance lines, 
yet the shortage at 1946’s demise was 
greater than a year before. Western Elec- 
tric showed its expansion the most, buy- 
ing 19 war plants rented originally for 
war work, leasing 7 others, and subcon- 
tracting to no less than 800 smaller parts 
firms. 


aa 


Portal Suits May 
Stay in Closet 


ONGRESSIONAL settlement of the 
& ticklish portal-to-portal pay ques- 
tion has moved a step nearer fruition 
with House Judiciary Committee ap- 
proval of the strong Gwynne Bill, impos- 
ing a one-year statute of limitations on 
employee suits for back wages under the 
Federal Wage-Hour Law. This provi- 
sion would practically eliminate all 
claims, because of the difficulty of dig- 
ging out instances of violations and 
properly substantiating back pay claims. 
The bill would throw all suits out of 
court which could not prove that em- 
ployers had acted in bad faith on portal 
pay, and, in future suits, employers 
would merely have to show that they 
acted in good faith with existing admin- 
istrative rulings, even though these rul- 
ings might later be invalidated. 

The House committee also denied the 
Wage-Hour Administration any author- 
ity to settle these portal suits, leaving it 
up to the courts. The action brought 
harsh words from the committee’s 5-man 
minority of New Deal Democrats, who 
pointed up one angle of great interest to 
independent telephone companies, Repre- 
sentative Emanuel Celler (Democrat, 
New York) led the opposition with the 
charge that the committee was discrimi- 
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nating against unorganized and non- 
unionized workers. Smaller phone com- 
panies with switchboards in homes have 
feared the consequences of unrestricted 
portal suits filed by these home workers. 
Biggest portal threat to Bell is a $27,000,- 
000 claim filed by Western Electric em- 
ployees. 

An equally tough portal bill has sprung 
from the Senate Judiciary Committee, 
sponsored by the committee’s chairman, 
Senator Wiley. In general, both bills do 
not say that portal-to-portal suits are 
illegal, but just hedge them about with 
conditions and restrictions. They provide 
that suits may still be settled out of court 
in the absence of fraud or duress. Floor 
battles over the portal issue may still be 
rumbling in both houses. 


® 
One Strike on Phone Union 


HILE we are talking about unions, 

less than a month remains for bar- 
gaining between Bell system companies 
and various unions of the National Fed- 
eration of Telephone Workers. In ac- 
cord with the union’s preconceived plan, 
much of individual local’s bargaining 
power has been turned over to its na- 
tional bargaining committee, which is co- 
ordinating the moves toward settlement 
of the 10 basic contract demands of the 
national union. Most companies have 
been served strike notices, scheduled to 
take effect on or after April 7th. The 
climax is nearing, with the odds still 
against a nation-wide strike, mainly as a 
matter of prudence on the part of the 
growing NFTW. A new head of steam 
is mounting in congressional boilers for 
strong labor legislation, which may scare 
off any hasty walkouts. 

The independent NFTW let it be 
known recently where it stands on the 
various labor proposals in Congress. It 
is against the closed shop and compul- 
sory arbitration, against any plans to 
curb industry-wide bargaining, or any 
serious changes in the Wagner ( National 
Labor Relations) Act. It also favors re- 
tention of mediation facilities in the La- 


bor Department. It would not mind see- 
ing some juggling of NLRB procedure, 
however, to secure for itself better treat- 
ment when involved with the Big Two in 
labor—CIO and AFL. 


* 


Toll Rate Cut 
4 National Association of Rail- 


road and Utilities Commissioners 
has been talking over its part with the 
FCC on two telephone rate questions 
likely to be aired this spring. In late 
February the NARUC telephone com- 
mittee met in Washington and discussed 
the threat of a new cut in AT&T’s Long 
Lines rates, embodying the bulk of long- 
distance telephone messages. This matter 
has far-reaching complications. Suffice 
to say that at least five parties are in- 
volved in it. These are the FCC, the 
NARUC, Bell’s Long Lines division 
and the whole AT&T financial structure, 
the independents who face new rate cuts 
if Long Lines takes one, and the NFTW, 
principal telephone union. Real action on 
this proposal is expected to wait until the 
strike situation cools or boils over. 

The second question warming the 
state commissions’ blood is FCC’s new- 
est order suspending interstate rate 
schedules between points in Maryland 
and Virginia and the District of Colum- 
bia. Both state commissions granted rate 
increases to Bell companies operating in 
their respective states, including adjust- 
ments in toll rates to Washington, D. C. 
FCC then suspended these schedules 
until a determination can be made on 
their legality. 

Veteran observers on the telephone 
scene recall that FCC tried to regulate 
interstate rates already under state com- 
mission jurisdiction some years ago, 
only to be set back by a statutory court 
in Kansas City, Missouri. Significantly, 
FCC made no appeal to this court deci- 
sion, which was made on the basis of 
specific language in the Federal Com- 
munications Act of 1934. A hearing on 
this new FCC suspension will be held in 
Washington on March 25th. 
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Financial News 


and 
Comment 


By OWEN ELY 


North American Light & 
Power Company 


ETTLEMENT with the common stock- 

holders of North American Light & 
Power Company is the remaining major 
problem which North American Com- 
pany faces in its integration program. 
Based upon testimony given before the 
Securities and Exchange Commission, 
the offer of North American to pay off 
the common stock of Light & Power at 
$7.50 a share is slightly higher than the 
estimated maximum liquidating value of 
Light & Power common even if North 
American were limited to its net cost of 
Light & Power’s debentures and pre- 
ferred stock. 

At the recent hearings before the SEC, 
witnesses gave estimates of the current 
value of Light & Power assets, which are 
carried on the books of the company at 
about $39,000,000. Duncan Linsley, vice 
president of First Boston Corp., testified 
with respect to Light & Power’s major 
investments, estimating them at ap- 
proximately $71,500,000 (after Light & 
Power’s exercise of warrants on Illinois 
Power Company common). This, to- 
gether with smaller investments of $,- 
750,000 (including Central Terminal 
Company, to be acquired from Illinois 
Power) and net current assets of $10,- 
000,000, makes total estimated assets of 
$86,000,000. (See table, page 376.) 
Against this, there is the proposed pay- 
ment to Illinois Power of $6,800,000 for 
a rescission of transaction involving Cen- 
tral Terminal, and payment of $4,500,000 
to Illinois Power for Light & Power’s 
exercise of 150,000 warrants to take up 
that number of Illinois Power’s common 
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shares at $30 each. Deducting these pay- 
ments, the estimated asset value of Light 
& Power is $75,146,495. 

Payment on the 109,255 shares of pub- 
licly held preferred stock at $187 a share 
would require $20,431,000, after which 
there would remain estimated assets of 
$54,715,000 for the investment of North 
American and public holders of the com- 
mon stock. 


ORTH AMERICAN holds $5,623,000 
debentures (the entire amount now 
outstanding), and unpaid interest to the 
end of 1946 amounted to $1,391,000, 
making a total claim of $7,014,500. It also 
owns 84,925 shares of preferred stock 
which at $187 per share would amount to 
$15,880,975. The net cost of the deben- 
tures was $2,158,126 to which should be 
added the unpaid interest, making a total 
of $3,549,126. The net cost of the pre- 
ferred stock was $4,130,875 (without ac- 
cruals). 

If North American were allowed full 
claims based on the bond indenture and 
the preferred stock provisions, on its 
holdings of Light & Power senior securi- 
ties (including unpaid interest and divi- 
dend arrears), there would remain for 
Light & Power common stockholders 
total estimated assets of $31,820,335, or 
$5.06 each on the 6,288,059 shares of 
Light & Power common stock outstand- 
ing. If the indenture and charter pro- 
visions are not complied with and North 
American is allowed to receive only the 
net cost of its holdings of Light & Power 
debentures and preferred stock, there 
would remain net assets of $47,035,800, 
or $7.48 on the 6,288,059 shares of Light 
& Power common stock. 
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ESTIMATED VALUE OF ASSETS OF NORTH AMERICAN 
L IGHT & POWER COMPANY 
Major Investments* 
Kansas Power & Light common 
en Oe ORL aia oleae sSaalee suelewebabekeuaes $31,237,500 
Missouri Power & Light common 
ee ee on ss os aadiuns ea Ubcauaweeukkdbeeouss 6,517,500 
Illinois Power common 
497,034 shares (pro forma), at $31.50 per share .............cccccccccccceccces 15,656,571 
Northern Natural Gas common 
ee I oo cnins scsuduniaadseccusekbausuieasmeaaenes 18,117,750 
$71,529,321 
Other Investments** 
Kewanee Public Service 
ee GE IN do sania inlet unre kaeaeaean waded sce Guitees a $ 700,000 
Re erg a a ol a aia accept dd phe pike ech cade sac an eeose wca e ma 3,750,000 
EE ae EOE eR EE EP en ee 15,000 
Illinois Power, dividend arrears certificates—13,278 certificates, at $20............ 265,000 
EE, EL ccc gececabatweaednnddns cunebadedéuhenneddehedSueaneese $76,259,321 
ee I SG  catatucseenececdpuhuedsiuhsdcbuibecanecessabaneceestenueNel 10,187,174 
ee ay ee Se ee ee ne Ne ee ee oer $86,446,495 
Less payments to Illinois Power: 
For rescission of Central Terminal transaction................ee6- $6,800,000 
re IN le MII nosis ane ccuccesiccasacaceswukeuseceun 4,500,000 
$11,300,000 
Sr: NE NS OE DOIG oo ita nig hin 0S hod kad 60b ds 6k 0b awedarvansarense $75,146,495 
Less proposed payment of publicly held preferred stock, 
at $100 per share and accrued dividends, 
ee NN OE fn wodd endl te bedcuweenisaws ones cubase eusoenechunelvanusare 20,430,685 
ND sve ip hawks ates nsdbbnunt sekke nied ac debecisbbtundkcutidideewente $54,715,810 





* The estimates of value of the major investments represent net proceeds to be received by the 
company after an offering in the market, as testified to on January 29, 1947, by Duncan R. Lins- 
ley, vice president of First Boston Corp., before the Securities and Exchange Commission. (SEC 
File No. 59-39. Transcript pages 1734-46.) 

** Estimates of value of other investments are those testified to on January 30, 1947, by John 
Jirgal, on behalf of North American Light & Power Company, before the Securities and Ex- 
change Commission. (SEC File No. 59-39. Transcript pages 1940-61.) 
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Plight of the Telephone cent sharp jump in labor costs, combined 
F ' with the recent phenomenal growth of 
service, has imposed a double burden on 
J telephone companies differ from the companies. 


Companies 


other utilities in that the larger the For the month of October, 1946, the 
number of subscribers served the greater number of telephones in service increased 
the theoretical outlay per customer— _ 14 per cent over a year ago and revenues 


since the company must be able to con- gained 8 per cent. On the other hand, 
nect any individual unit with any otherof maintenance expenses jumped 24 per 
the total number of units. This trendhas, cent, traffic expenses 22 per cent, com- 
of course, been largely offset by the con- mercial expenses 26 per cent, and total 
stant improvement in the art, increased expenses over 20 per cent. General taxes 
operating efficiency, etc. But witha large also increased 20 per cent but Federal in- 
proportion of total operating costs ac- come taxes dropped 60 per cent, per- 
counted for by wages and salaries, the re- mitting the companies to earn just about 
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FINANCIAL NEWS AND COMMENT 


as much net operating income as in the 
previous year. 

The increase in expenses has doubtless 
continued since October, and the tele- 
phone companies are facing renewed 
labor troubles which may mean another 
sharp rise in operating costs. In 1947 
they won’t have the benefit of lower taxes 
which pulled them through 1946. Thus 
far they have avoided the severe financial 
difficulties of Western Union Telegraph 
Company, which reported a heavy loss 
for 1946 despite two rate increases 
granted it. 

This accounts for the fact that a num- 
ber of local telephone companies have re- 
cently asked for rate increases. In fact, 
relief has been granted in 8 states, 
and will be sought in 16 other states. 
There have been two dividend reductions 
by subsidiaries and more may follow un- 
less rate increases are obtained. 


LB igen these conditions it seems 
strange that the Federal Communi- 
cations Commission should even consider 
asking American Telephone and Tele- 
graph Company for another cut in long- 
distance rates (already reduced sharply 
in recent years). While it is true that the 
parent company’s earnings increased in 
1946, the toll business decreased sharply 
and net telephone operating revenue 
dropped about $22,000,000. Even after 
allowing for the $23,000,000 saving in 
excess profits taxes, net operating income 
was down nearly $7,000,000. The gain in 
net income was due to increased divi- 
dends from subsidiaries (which may be 
reversed this year), a big cut in mis- 
cellaneous deductions (in lieu of tax sav- 
ings), and a moderate reduction in inter- 
est charges. 

Obviously, another long-distance rate 
cut, while it would perhaps result in some 
compensatory stimulus to business, might 
have disastrous effects for American 
Telephone and Telegraph when combined 
with lower dividend income and further 
Wage increases. 

The AT&T $9 dividend rate, so 
long maintained as to seem a fixture in 
the investment world, might well be 
jeopardized. 


377 


Wall Street Analyses of 
Utilities Securities 


= C. Feey of Paine, Webber, Jack- 
son & Curtis has issued a memoran- 
dum on Public Service Company of Colo- 
rado which he characterizes as a steadily 
growing company and the largest elec- 
tric-gas utility in Colorado. He points 
out that the recent price-earnings ratio 
was only 7.7, while a number of other 
companies sell to average nearly double 
such a ratio. The recent vote on the fran- 
chise in the city of Denver favored the 
company by 9 to 1. While the terms of 
the special election called for a rate re- 
duction of $1,250,000 and an annual in- 
crease of $315,000 in the franchise tax, 
Mr. Feely thinks that “with territory 
growth rapid there should be no material 
effect upon earnings.” 

R. W. Miller of Josephthal & Co. re- 
cently prepared a 3-page analysis of In- 
diana Gas & Water Company stock, 
which is being distributed by Public Serv- 
ice Company of Indiana in lieu of cash 
dividends. Based on pro forma earnings 
and assuming separate operations, $1.14 
would have been earned per share in 1946, 
and this does not reflect the anticipated 
benefits from the current expansion pro- 
gram. 

Estimates made by independent en- 
gineers are said to forecast earnings of 
about $1.38 for 1947, $1.45 for 1948, and 
$1.62 for 1949. Dividends have been in- 
augurated at the rate of $1 per share. 

Eastman, Dillon & Co. has issued a 
memorandum on Carolina Power & Light 
Company, and Shearson, Hammill & 
Co.’s research bulletin discusses Virginia 
Electric & Power Company and Public 
Service of Indiana. Reynolds & Co. has 
issued a memorandum on Commonwealth 
& Southern Corporation. 

L. H. Rothchild & Co. has prepared an 
analysis on United Public Utilities Cor- 
poration. Josephthal & Co.’s monthly 
utility review for February includes com- 
ment on Central Illinois Electric & Gas 
Company, Commonwealth & Southern, 
Interstate Power Company, Public Serv- 
ice of Colorado, and Virginia Electric & 
Power. 
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MERICAN electric and gas utilities 
have improved their efficiency of 
operation, as measured by output per 
man, more than twice as rapidly in the 
past four decades as any other major 
sector of the economy, according to a 
new study published recently by the Na- 
tional Bureau of Economic Research. 
Since the turn of the century, labor 
productivity in the utilities, including 
electric light and power, manufactured 
and natural gas, has risen at the remark- 
able rate of 4 per cent per year. For other 
sectors of the economy, such as manu- 
facturing, agriculture, mining, and rail- 
roads, comparable gains in labor produc- 
tivity range below 2 per cent per year. 
The study has been issued in book 
form under the title, Output and Produc- 
tivity in the Electric and Gas Utilities, 
1899-1942. Its author is Dr. Jacob M. 
Gould, an economic consultant formerly 
on the staff of the National Bureau. 
Funds for financing the study were made 
available by a special grant by The Mau- 
rice and Laura Falk Foundation of Pitts- 
burgh. The volume is the fifth in a series 
published by the National Bureau on 
trends in production and employment in 
different industries in the United States 
since the beginning of the Twentieth Cen- 
tury. 


To report finds that between the 
opening of the century and the out- 
break of World War II the output of the 
electric light and power industry multi- 
plied 40 times. The output of manufac- 
tured and natural gas rose almost seven- 
fold. These advances are shown to be 
far greater than those characterizing 
most other industries in the same period. 
They point to the superiority of these 
utility services over other sources of 
light and power. 


What Others Think 


Gas-electric Utility Efficiency Record 
Noted in Recent Study 





The rapid rise in utility output, pro- 
ceeding at an average annual rate of 
about 8 per cent per year in the period 
considered, was accompanied by in- 
creased consumption of labor, fuel, and 
capital, but these components of input all 
lagged far behind output. Thus in elec- 
tric light and power plants the number of 
persons employed per unit of product 
was reduced by four-fifths between 1902 
and 1939. In the gas utilities, workers 
per unit of output were cut by more than 
one-half. 

Rapid as were the reductions in unit 
labor requirements in the electric and gas 
utilities between 1899 and 1937, the sale 
of their products rose so substantially as 
to induce considerable increases in em- 
ployment. The number on payrolls of the 
electric light and power industry in- 
creased ninefold over these four decades ; 
and in the gas industry the increase was 
threefold. With the total labor force of 
the United States approximately doubl- 
ing during the first four decades of the 
century, this meant that the utilities pro- 
vided new sources of employment, de- 
spite greatly increased economy of labor 
per unit of product. 

The report shows the great economies 
made by the utilities in the use of fuel. 
In the electric light and power industry 
the number of pounds of coal (or coal 
equivalent of other fuels) consumed per 
kilowatt hour generated declined by five- 
sixths. 

In gas manufacture there was a simi- 
lar, though less intense, trend. 


HE report emphasizes the role played 
by capital in the development of the 
utilities and points out its importance. 
Figures presented in the report show that 
in both gas and electric plants fixed as- 
sets (deflated for price change) rose. In 
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the electric power industry the rise was 
phenomenal: tenfold between 1902 and 
1937. In addition to figures on capital 
values, other aspects of capital are 
described. In electric stations kilowatt 
hours generated, per kilowatt of capacity, 
increased 60 per cent between 1902 and 
1939. In manufactured gas, cubic feet of 
gas sales, per mile of mains, increased 
some 15 or 20 per cent from 1909 to 1939, 

The electric and gas utilities, in mak- 


ing substantial savings in the use of the 
three main classes of resources, must be 
credited with making a large contribu- 
tion to economic welfare. A share in this 
contribution also belongs to other indus- 
tries, working together with the utilities. 


OUTPUT AND PRODUCTIVITY IN THE ELECTRIC 
AND Gas Utiuities 1899-1942. By Jacob 
Martin Gould. National Bureau of Eco- 
nomic Research, Inc. New York 23, New 
York. 195 pages. Price $3. 





Democracy for the Stockholders 


N innovation in the presentation of 
the annual report, adopted to facili- 
tate closer relations between management 
and stockholder owners, is herein de- 
scribed. The shares of investor-owned 
utilities are becoming more widely held, 
and the story of this plan may suggest 
points of interest to utility managements 
which find they have to report to a grow- 
ing list of owners. 

General Mills, Inc., of Minneapolis, a 
leading maker of food products, holds a 
series of regional meetings each year for 
its stockholders. Officials of the corpora- 
tion are thus enabled to meet personally 
many more of the 12,000 owners of the 
business than at a single annual meeting 
held at its corporate domicile. 

These meetings, initiated in the fall of 
1939, were held in seven major cities 
throughout the country. They were re- 
peated in 1940 and 1941, with increased 
attendance. Discontinued during the war, 
they were resumed in November of last 
year. 

In advance of this last meeting, 
James F, Bell, chairman of the board of 
General Mills, Inc., made public an- 
nouncement of its purpose. He said: 

The stockholders of General Mills are not 
just names on a list—but all sorts and kinds 
of American people. We have more holders 
of just a few shares than ever before. There 
are many more women stockholders—close to 

50 per cent, in fact. Most of our stockhold- 

ers are long-term investors, not speculators. 

As such, they deserve to be better acquainted 

with the operations of our company and with 

their obligations of ownership. Personal and 
informal contacts can accomplish much that 


cannot possibly be brought about through 
printed reports. Few stockholders are able 
to attend the annual meetings at Wilmington, 
Delaware. Therefore we are endeavoring to 
take our meetings to them, wherever they are. 

These meetings represent an effort on our 
part to awaken in stockholders that com- 
munity of interest between owners, manage- 
ment, and workers without which no com- 
plete success is possible. This is still a nation 
of individuals, and the owners of business 
should be informed about the businesses they 
own. Upon management rests the responsi- 
bility of presenting the facts. 


LL stockholders were invited to attend 

the meetings (about 30 per cent, it 

appears, live in or near cities visited) 

held in San Francisco, Los Angeles, De- 

troit, Buffalo, New York city, Chicago, 
and Minneapolis. 

The invitation—a personal letter from 
Mr. Bell—was so phrased as to awaken 
the stockholder’s interest as one of the 
owners of the business. It read: 


During November we are resuming our 
prewar custom of holding informal regional 
meetings with the stockholders. 

These little intimate gatherings have 
proved a source of real inspiration to man- 
agement, and I am looking forward to the 
opportunity of renewing this contact with 
the owners of the business. 

Our meeting in Los Angeles this year will 
be held at the Biltmore hotel on Thursday, 
November 7th, at 4 pm. I sincerely hope that 
you will be able to come, and bring any 
friends you desire. 

In words and with a new motion picture in 
full color, we will try to give you the story 
of the company’s operations over the past 
fiscal year. The newest product to come from 
the company’s food research laboratories will 
be served for the first time, by representa- 
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tives of Betty Crocker’s staff; and we will 
also have a brief demonstration of the new 
General Mills Tru-Heat electric iron. 

If there are particular questions which you 
would like to have answered, please send 
them to me on the enclosed card, signed or 
unsigned. Or, if you wish, hand the card in 
at the time of the meeting. 

Your directors and management need the 
benefit of your ideas and suggestions. I am 
looking forward to the pleasure of renewing 
our acquaintance. 

Sincerely, 
James F. BELL, 
JFB/m Chairman of the Board 
Enc. 


P.S.—Please return the enclosed postcard so 
that we may know how many to expect at 
the meeting. 


In his remarks at these meetings, Mr. 
Bell emphasized the responsibilities that 
are a part of the privilege of ownership, 
commenting that 


As a stockholder, you are an integral part 
of an enterprise engaged i in the manufacture 
of goods and services for sale to the public. 
You have a duty to see that the business is 
conducted in the public interest. You have 
an obligation to your management to see that 
it is operating efficiently. You have a re- 
sponsibility likewise to the workers, whose 
jobs you have created and whose tools you 
have furnished. 


sR chairman then listed these 
specific duties of the stockholder: 

1. To know the company—its products, 
management, services, financial structure— 
the character and reputation of those who, as 
officers and directors, represent his interests 
and formulate policies regarding them. 

2. To carefully analyze the company’s 
printed reports and publications. 

3. To maintain personal contact with man- 
agement wherever possible. 

4. To buy the goods made by his company, 
insist upon getting them. In so doing he is 
really buying for himself. 

5. To urge others to buy them. 

6. To act as partner, friend, buyer, sales- 
man, advertising representative, protector, 
and counselor to management and labor. 

7. In short, to get behind the company 
morally and spiritually, as well as financially. 
This kind of assistance from its owners is 
one of the primary needs of business today. 


Further, as to the position of the share- 
holder as an owner, Mr. Bell asserted: 


Having this responsibility, we think that 
you should be properly advised of what you 
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own, how it is used, what the returns are, 
and the services it performs. 

There is, today, a great deal of misunder- 
standing with respect to business—the serv- 
ices it renders and the returns it gets from 
them, And it is time that industry as a whole 
turns its attention a little more from selling 
its products to interpreting the position it 
occupies in the economy of this country, and 
the contribution it makes to our industrial 
and social structure. 

In our industry we provide a useful and 
necessary economic service. Weare attempt- 
ing, through all available channels, to give 
the public the facts about our company, so 
that they may understand what we do, how 
we do it, and the returns we receive. In this 
way misconceptions will be avoided. 

We hope that the efforts General Mills is 
making in this direction will lead to emula- 
tion by other companies, and that a better 
public understanding and support of all in- 
dustry will result. 

Milling is a very old business. Its products 
are in heavy demand. They are sold at very 
small margins of profit. Your company did a 
business of close to $300,000,000 during the 
past year. We received a return of about 23 
cents on each dollar of sales. False ideas 
about huge profits are pretty well dispelled 
when you spotlight figures like these. 


As a visualization of the customary an- 
nual report financial statements, a special 
motion picture was shown at these meet- 
ings, which explained the balance sheet 
and showed how General Mills, Inc., 
earned its living during the past fiscal 
year. This film, “Operation ’46,” 

. is an attempt quite literally to look be- 


hind the figures in the annual report and 
see what things and action they represent. 


The film is in full color. Three top ex- 
ecutives, in addition to Mr. Bell, are in- 
cluded in the cast: President Harry A. 
Bullis explains personnel policies; Vice 
President and Director of Research 
Arthur D. Hyde discusses research de- 
velopments; and Gordon C. Ballhorn, 
comptroller, describes the company’s as- 
sets and liabilities, 


s noted in the invitation sent to stock- 
holders, questions were solicited. 
The two samples below of questions 
asked and the answers given well illus- 
trate the opportunity afforded, at these in- 
formal meetings, to place before the own- 
ers present instructive, factual informa- 
tion about their company : 
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Q. Why are the salaries of executives so 
high? 

A. Your company is one of only 12 com- 
panies listed on the New York Stock Ex- 
change that have earned and paid their regu- 
lar dividends without reduction since 1929. I 
don’t think that stockholders and employees 
could find much fault with that record by 
management. 

The question is, how much is “much.” Our 
top 22 executives are paid a total of $678,000, 
which is only one-fourth of 1 per cent of our 
annual sales, and 2.3 per cent of the $30,000,- 
000 paid for total wages and salaries. If we 
were to eliminate some of these executives 
and cut the salaries of others, we would save 
some operating expense. But if we were to 
lose 5 per cent of our income as a result, it 
would be a poor deal. 

Q. Is General Mills doing anything in its 
public relations department to interpret to 
the public the value of free enterprise, etc. ? 

Yes. For example, we hope other com- 
panies will take up our practice of holding 
informal open meetings with stockholders 

and employees. These meetings are reported 
in the press, and emphasize the frank attitude 
of companies like ours. We believe that 
each individual firm must make a real effort 
to get the truth about itself across to the 
public. In our General Mills institutional 
ads in national magazines, we are stressing 
such facts as the company’s modest 23 cents 
profit on each dollar of sales, and the part 
our research is playing in the creation of new 
jobs and new uses for the farmers’ raw ma- 
terials. We also have experts on our public 
relations staff who are bringing the story of 
our company before leaders in the educa- 
tional, rural, and women’s contact fields. 


As to the value of these meetings to the 
company, in a letter accompanying the 
material upon which this review is based, 
Mr. Bell made these comments : 


Our meetings, held throughout the month 
of November, were the most successful ones 
that we have ever held. The highly favorable 
and friendly response which they have 
evoked from stockholders and many others 
in all parts of the country is indeed gratify- 
ing. Unquestionably, the meetings created 
considerable good will and better under- 
standing of the company. 

In my opinion, it is absolutely essential that 
the annual report be so presented as to be 
intelligible to all of the owners. ... Our re- 
ports to them must be attractive, and under- 
standable to the greatest degree in our pow- 
er. The same is true of stockholder maga- 
zines, special reports, and letters. 

But the informal meetings accomplish 
much that is impossible with mere printed 
reports; namely, a personal, 2-way flow of 
communication and interest. I wish you 


could see all the personal and friendly letters 
that I have received from hundreds of own- 
ers as a result of the meetings. Many of 
them have contained very useful suggestions 
to our management, ideas that are being put 
into practice. 


T is noticeable that there is a growing 
awareness on the part of corporate 
managements of the necessity to keep 
stockholders well informed. To be in- 
formed of the affairs of the corporation 
of which he is an owner is, naturally, a 
stockholder’s right. However, the stock- 
holder also has “responsibilities,” as 
pointed out by Mr. Bell in his remarks. 
And, it is toward this relationship that 
managements are becoming more alert, in 
making clear to their stockholders the 
part they can play in the community of 
interests existing between all those who 
contribute to the functioning of the cor- 
poration. Instances of such activities 
by various concerns have already been 
mentioned in these pages. 

Perhaps this plan of holding regional 
meetings of stockholders may indicate a 
trend. The evident success of it in the 
case of General Mills, Inc., may lead 
other corporations to adopt similar plans. 
It would appear that the idea of regional 
meetings could be readily adopted to fit 
the distribution of shareholders, whether 
nation wide or in a geographical section 
of the country. 

With respect to the utility industry, it 
is of interest to note that, with numerous 
companies, a marked shift in ownership 
is steadily going on. The continuing 
divestment of operating properties from 
holding company control, under the 
Securities and Exchange Commission 
orders, quite likely means, in some in- 
stances, at least, a widely scattered 
stockholder ownership. In certain cases 
there results a nation-wide distribution 
of an operating company’s shares of 
common stock. Instead of having one 
corporate holder of its common capital, 
the management finds itself responsible 
to many individual shareholders, There 
may be thousands of them—residing at a 
distance from its seat of operations. 

These new owners can constitute a 
factor of inestimable value to the com- 
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FIRST HAIRCUT IN FIFTEEN YEARS 


panies whose shares they own. As stock- 
holders in a business-managed, investor- 
owned utility, the degree of their personal 
interest in its activities and in its success 
may well depend upon the extent to which 
the management develops close contacts 
with them. An important medium, long 
used, for keeping stockholders informed 
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is the annual report. That its importance 
as a vehicle to carry the story of a cor- 
poration’s operations — from manage- 
ment to owners, employees, and others 
who may be interested—is being increas- 
ingly recognized, may be noted in the 
complete and detailed information con- 
tained in many annual reports these days. 
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In recent years, especially, the improve- 
ment in the presentation of the corporate 


story in comprehensive and attractive 


form—often with charts and pictures— 


has been marked. 


T its best, however, the annual report 
A is impersonal to the recipient. As 
a supplement to it, and for the closer and 
more intimate contact—the opportunity 
to talk with stockholders, to exchange 
ideas, to build mutual confidence, and to 


establish relations upon a more personal 
basis—may it not be possible that regional 
meetings, on a scale adapted to the indi- 
vidual company’s situation, provide an 
excellent way to bring owners and man- 


agement together? 


The gratifying experience of the Gen- 


eral Mills, Inc., management with the 
plan, over a period of years, as expressed 


by Chairman Bell, indicates its merit in 


the case of that company. 
—R.S.C. 





Notes on Recent Publications 


Arbitration for Utilities. Several suggestions 
which have been proposed for the avoidance 
of strikes in basic industries are reviewed, 
upon the premise that “the community must 
be prepared to protect its economic life from 
serious interruption by small groups of high- 
ly organized men.” Improvement in methods 
of bargaining and conciliation is adv ocated, 
as well as special powers which will give 
government authority to enter in where 
strikes threaten to endanger the public wel- 
fare, and also some plan whereby the strike 
weapon would be given up by workers in 
essential industries for special benefits. To 
Enp StRIKEs IN EssENTIAL INDUSTRIES. By 
Sumner H. Slichter. New York Times Mag- 
azine, January 12, 1947. 


Commercial Casualties Causes among Co-ops. 
Common weaknesses — money troubles due 
to poor initial plan or from overextension, 
unsound legal advice, overplus of tenant 
farmer members, lack of appreciation that 
cooperation embraces both purchasing and 
marketing. Some co-ops fill no actual eco- 
nomic purpose. Business troubles are inher- 
ent with most of the co-ops, and many fail. 
FAILURES OF FARMERS’ COOPERATIVES. By 
Raymond W. Miller and A. Ladru Jensen. 
Harvard Business Review. Winter, 1947. 


Expanding Demand for Metals. Comment upon 
the shortages reported in supplies in this 
country of steel, copper, lead, and zinc, In- 
stead of an anticipated postwar surplus, it is 
asserted that current low stocks of needed 
metals will require importing by the United 
States of increasing amounts to satisfy min- 
eral needs. The article notes that this will 
require a greater outgo of dollar exchange 
to countries producing these metals. The 
comment is added that the ability of the 
United States to preserve its access to raw 
material sources will be a factor in its in- 
dustrial and military strength. The article 
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omits reference to the greatly increased ca- 
pacity for production in this country of 
aluminum and magnesium, with much broad- 
ened uses, and the plentiful supplies of raw 
materials available. BAstc Metats: Limits 
TO Propuction. Economist (London). Jan- 
uary 4, 1947. 


Man-to-man Talks with Employees. Basic eco- 


nomic facts of business are too little under- 
stood by workers. Some companies inform 
employees on these matters in various ways, 
such as by special annual reports, but most 
present methods are ineffectual. To build 
the required confidence as well as under- 
standing, the author, vice president of Arm- 
strong Cork Company, stresses the essential 
need for frankness, clearness, and honesty 
in man-to-man contacts on human relations 
problems. EXPLAINING THE Facts To Em- 
PLOYEES. By Keith Powlison. Harvard Busi- 
ness Review. Winter, 1947. 


No Strikes for Utilities. For the adjudication 
of disputes as to rights, labor courts should 
be established; for breach of contracts, 
unions should be held liable. That the wel- 
fare of the public puts a limit on the strike 
privilege should be recognized by workers in 
the public utility services. LETTER TO A LAw- 
MAKER. By Charles W. Anrod. America. 
January 11, 1947. 


Sentinels of Public Service. Always at their 


posts, the telephone switchboard operators, 
when sudden catastrophe strikes, lend vital 
aid in organizing relief. At the La Salle 
hotel fire, in Chicago, warnings were speeded 
over the wires; lost plane pilots have been 
provided with emergency landing assistance ; 
in floods, rescue work has been centrally 
channeled through the telephone operator’s 
voice; and lives have been saved by the 
prompt summons to hasten the arrival of 
the doctor. HEROINES OF THE SWITCHBOARD. 
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By Sam Shulsky and Don Hassell. Coronet 
January, 1947. 


Sound on the Spool. Wire or film recorders 
can now be had, priced at $150 to $350. 
It takes about $1.50 worth of wire or film 
to make an hour’s recording. As to uses, 
these devices take down messages, answer 
the telephone, record lectures and addresses, 
and can be used for keeping instantaneous 
records of suggestions or complaints of em- 
ployees in business establishments. Say It 
WITH Wire. By Patty de Roulf and Robert 
E. Frazier. Coronet. January, 1947. 


Teaching the Boss His Business. If progress 
is to be made in improving labor relations, 
it is the top men in business who should as- 
sume responsibility for the adoption of all- 
out “management development” programs. 
Industry’s leaders having been reared in the 
school of competition may, at times, find 
themselves stymied when trying to work out 
the effective approach to solving human re- 
lations where codperation is a necessity. The 
author declares that a program which will 
successfully persuade, instead of alienate la- 
bor, means that all ranks of management 
must be taught how to reach the worker on 
his own level of ambition and understand- 
ing. Aspout Lasor—Is Everyone BEING 
PRACTICAL? By Martin Dodge. Public Rela- 
tions Journal. December, 1946. 


The Growing Government Business Octopus. 
While the assets of all Federal corporations, 
as at the close of the fiscal year 1947, re- 
vealed in an analysis of budgets now re- 
quired by law, reach the sum of $16,- 
100,000,000, their net worth figure is some- 
thing like minus $3,700,000,000. In 1942 there 
were 44 of these government corporations 
which, in 1945, Congress ordered to be sub- 
ject to fiscal control, including audit of their 
accounts, The article points out that such 
as continue operations should be subjected 
to continued scrutiny, and that their budget- 
ing, as with all Federal accounts, should be 
corrected. FINANCIAL STATUS OF FEDERAL 
CorporaTions. By Kenneth L, Pray. Har- 
vard Business Review. Winter, 1947. 


Three-dimensional Music. A redevised “dy- 
amic amplifier,” to draw lifelike music from 
phonograph records, is the latest invention 
of John Hays Hammond, Jr. AT&T and 
RCA hold licenses on this newest gadget 
produced by Hammond, who _ holds some 
800 patents on a variety of things ranging 


from vacuum tubes and cigarette lighters 
to toy locomotives. Havinc WONDERFUL 
Time. Time. January 6, 1947. 


Uncle Sam—Umpire or Meddler? What are 
the reasons for the tendency to seek Federal 
participation in labor problems? This ar- 
ticle notes that in war days it was unavoid- 
able; organization was extended into indus- 
tries hitherto unorganized, and new ques- 
tions arose on which employers had to have 
rulings. Attention is called to the continuing 
inclination to demand formal government 
participation, partially due to delaying tac- 
tics by union tyrants and some employers. 
More free barg aining and less looking to 
government assistance is needed, is the au- 
thor’s view. FREE COLLECTIVE BARGAINING 
OR GOVERNMENT INTERVENTION? By Emily 
Clark Brown. Harvard Business Review. 
Winter, 1947, 


What Good Are Unions? Without government 
support unions cannot function. Workers 
who are willing to work for less wages are 
coerced by picketing permitted by govern- 
ment, When workers are idle because of 
strikes, government relief and unemploy- 
ment payments support them. Unions gain 
nothing in the long run, the writer asserts, 
for the mass of workers. Inasmuch as wages 
result from fixed economic laws, even were 
all workers unionized, it would not add to 
the sum total of all work available. It is be- 
cause of this that Lenin and most Socialists 
consider unions useless. SomE MyTuHs oF 
Lazor UnionisM. By Dr. Walter Sulzbach. 
American Affairs. January, 1947. 


Bringing Labor Disputes to Book. It is recom- 
mended by a former judge, now serving the 
state of Michigan in the United States Sen- 
ate, that disputes between employees and 
management could be settled in court. There 
would be set up a system of American labor 
courts with which all labor contracts would 
be filed; in instances where independent set- 
tlements were not made by the parties con- 
cerned, it would be the function of the 
courts to “then make a decision which would 
be binding on all parties to the contract.” 
In cases where interstate public utilities or 
basic industries were involved, and initial 
agreements were lacking, compulsory arbi- 
tration would be used by the courts. France, 
Australia, and New Zealand have used this 
system successfully. Wry Nor LaABor 
Courts? By Senator Homer Ferguson. 
American, February, 1947. 





I “GovERNMENT should not set itself up to determine for the parties what 


wages and conditions industry shall give or labor shall receive, ¢ 


except 


in relation to health and safety minimums.” 


—HERBERT THATCHER, 


Associate counsel, American Federation of Labor. 
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The March of 


Events 


In General 


Acts to Revive Seaway Project 


| pyar fn J. A. Blatnik, Demo- 
crat of Minnesota, last month asked 
his colleagues to “set aside sectional con- 
siderations” in deciding on the merits of 
the St. Lawrence seaway project. 

Mr. Blatnik, in a House speech, said 
he was introducing a joint resolution 
authorizing the President to conclude the 
Great Lakes-St. Lawrence agreement 
with Canada and proceed with construc- 
tion of the seaway. 

“There is a tendency to belittle this 
project by saying that it’s an ‘old story,’ 
but the very fact that in spite of delays 
and disappointments the subject comes 
up for reconsideration in every session 
of Congress is a proof of its fundamental 
merit,” he said. 

Mr. Blatnik last year defeated Repre- 
sentative William A. Pittenger, Republi- 
can of Minnesota, a previous sponsor 
and supporter of the same type of legis- 
lation. Representative Clarence D, Kil- 
burn, of New York, introduced a some- 
what similar measure earlier this session. 


Prepared to Offer Power Agency 
Sale Bill 


ENATOR E, H. Moore, Republican of 
S Oklahoma, recently said he would 
offer legislation directing the govern- 
ment to sell the Southwestern Power Ad- 


ministration to private power companies 
if Congress will cut off funds for the 
public agency. 

In asking the House Interior Depart- 
ment Appropriations subcommittee to 
cut off funds for the agency, Senator 
Moore said nine private power com- 
panies had offered to take over its 
facilities. 

The Senator appeared on February 
20th before a closed-door session of the 
committee to make his statement. 

The Federal Power Commission had 
previously announced approval of a 
schedule for the Southwestern Power 
Administration covering wholesale rates 
and charges for electricity it is to market. 

The schedule provides that charges 
shall consist of the following: A demand 
charge of $1.35 a month per kilowatt of 
billing demand, which includes the use 
of 200 kilowatt hours per kilowatt and 
an energy charge of 4 mills per kilowatt 
hour for all additional kilowatt hours 
used, with the demand charge to be the 
minimum monthly bill. 

The administration is a Federal agency 
which disposes of electric power from 
reservoir projects under War Depart- 
ment control in Arkansas, Louisiana, and 
parts of Kansas, Missouri, Texas, and 
Oklahoma. 

It does not distribute to retail con- 
sumers. 


Arizona 


Invitation to FPC Rejected 


MOTION by Yale McFate, member, 
to reinvite the Federal Power 


Commission to resume the state survey 
of electric and gas utility rate bases, was 
rejected last month by Wilson T, Wright, 
chairman, and W. T. Brooks, member, 
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of the state corporation commission. 

McFate advanced the proposal to re- 
vive the survey after Superior Judge 
Dudley W. Windes on February 12th 
had dismissed a suit filed by Peter H. 
Ethington and A. L. Bartlett, Pinal 
county residents, attacking the $50,000 
survey appropriation. 

Edward L. Dunn, FPC supervisor of 
rates and accounting, came to Phoenix in 
December at the invitation of the state 
commission as constituted prior to last 
January Ist, and did some preliminary 


work on the survey. After W. J. Eden 
was replaced as a commissioner by 
Brooks, the FPC asked the new commis- 
sion whether it wished to reinvite it to 
take up work on the study where Dunn 
had left off. 

Wright and Brooks declined to join 
with McFate in issuing a new invitation, 
taking the position that they wished to 
await a court ruling on the suit. 

Counsel for Ethington and Bartlett 
announced that the case would be ap- 
pealed to the state supreme court. 


Arkansas 


Closed Shop Outlawed 
 Pipomenery Laney on February 19th 


signed an Arkansas legislative bill 
making effective the anticlosed shop 
“freedom to work” amendment to the 
state Constitution. 
The bill, which the governor signed a 


few minutes after it reached his office, 
carried an emergency clause, making it 
effective immediately. 

The measure provides severe penalties 
for violation of the constitutional amend- 
ment which forbids making union mem- 
bership or nonmembership a basis for 
employment. 


Colorado 


Electric Rates Cut 
. ge new franchise approved by 90 


per cent of the voters at the special 
election held in Denver on February 11th 
calls for $1,250,000—13 per cent—elec- 
tric rate reduction annually and for a 
$315,000 annual increase in the fran- 


chise tax. The actual vote on the fran- 
chise was 49,702 in favor and 5,909 
against. 

Earnings of Public Service Company 
of Colorado were said not likely to be 
seriously affected by the lower rates and 
higher taxes provided in the new fran- 
chise. 


Connecticut 


Commission Election Proposed 
Oey Counsel Harry Schwartz 
of Bridgeport charged last month 
that the state public utilities commission 
is in the “doldrums” and urged the legis- 
lative judiciary committee to remedy the 
situation by approving a proposal that 
commissioners be elected to their posts 
rather than appointed. 
“The commission,” Mr. Schwartz said, 
“has been allowed to degenerate into a 
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quasi judicial body from an investigatory 
agency looking out for the common 
good.” 

As Mr. Schwartz urged that the voting 
public, “which can be trusted to elect 
governors,” be given the same privilege 
to choose public utilities commissioners, 
representatives of public utilities told the 
committee they did not think the commis- 
sion should be brought into politics and 
doubted if the voters of the state would 
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be able to make an intelligent choice if 
given the chance. 

Opposition to the proposal, which has 
appeared and failed passage in previous 
legislative sessions, was voiced by Austin 


D. Barney, president, Hartford Electric 
Light Company, and was joined by 
Arnon D, Thomas, United Illuminating 
Company, and John Lashnits, Southern 
New England Telephone Company. 


Georgia 


Arkwright Named President 


HE surprise resignation of William 
E. Mitchell as president and gen- 
eral manager of the Georgia Power Com- 
pany recently resulted in the election of 
Preston S. Arkwright, Jr., to succeed 
him as president. Mitchell also resigned 
as a member of the board of directors. 
The unanticipated resignation caused 
the board of directors, in session at At- 
lanta on February 18th, to abandon a 
previous plan to elect Arkwright as chair- 
man of the board to succeed E. A. Yates, 
of New York city, who resigned last 


month. Under the new setup, the office 
of chairman remained vacant and Ark- 
wright took over the functions of both 
president and chairman. 

The board did not fill the office of 
general manager at the time. Indications 
were that Arkwright would select the 
man for this job. 

In 1945, Preston Arkwright, Sr., re- 
tired as president, but remained as chair- 
man, with dominant power in the com- 
pany, until his death last December. 
Mitchell became president in 1945 and at 
the same time retained his office as gen- 
eral manager. 


lowa 


Tax Proposal Submitted 
ee bill to tax rural electric coop- 


eratives on the same basis as the 
property of privately owned public utili- 
ties was introduced recently in the Iowa 
house. 

The measure, offered by Representa- 
tives Carrol L. Brown, Republican, Max 
Bockwoldt, Republican, and four others, 
proposed, however, that such taxation be 
on a graduated scale, so as not to become 
fully effective until the 1949 taxable year, 

Taxation of rural electric codperative 
transmission lines has been a subject of 
controversy in several previous sessions 
of the legislature. 


Under present law, the lines of such 
codperatives are assessed only on the 
basis of each individual member’s share 
in the cooperative. Because of the tech- 
nicalities of such a system, few farmers 
actually pay the tax, and the state tax 
commission has termed the law unwork- 
able. The new measure proposed that, for 
the taxable year 1947 (taxes payable in 
1948), the assessment on the REA trans- 
mission lines be at 20 per cent of their 
actual value. For the 1948 taxable year 
the assessment would be at 40 per cent 
of the lines’ actual value, and for the 
1949 taxable year and all subsequent 
years, the assessment would be at 60 per 
cent of the actual value of the lines. 


Kentucky 


Appraisal Ordered to Proceed 


A order directing appraisers appoint- 
ed by the city of Paducah and the 


Kentucky Utilities Company to proceed 
with the appraisal of KU properties in 
Paducah was authorized last month by 
Circuit Judge Joe L. Price. 
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Ruling on a motion by the city, Judge 
Price said he would instruct Circuit 
Court Clerk Raymond Obermark to is- 
sue a mandatory injunction requiring the 
appraisers to resume work on the ap- 
praisal March Ist. They would have un- 
til June lst to complete their work and 
file a report. 

The company’s appraiser is Jay 
Samuel Hartt, Chicago. L. R. Howson 
is appraiser for the city. If they fail to 
agree on the value of KU holdings in the 


city, they will be required to appoint a 
third man to serve on the appraisal 
board. If they cannot agree on the third 
appraiser, he will be appointed by Fed- 
eral court. 

The appraisers failed to complete their 
work in the six months allotted for that 
purpose last June, and they asked for an 
extension. Judge Price allowed an exten- 
sion of ninety days, but the company ap- 
pealed his decision. The extension order 
was upheld by the court of appeals. 


Maine 


Bill to Outlaw Strikes Introduced 


BILL designed to outlaw strikes 
A against Maine public utilities un- 
der jurisdiction of the state public utili- 
ties commission was introduced last 
month in the state legislature by Repre- 
sentative Robert N. Haskell, Bangor 
Republican. 

Besides being a state legislator, Repre- 


sentative Haskell also is general manager 
of the Bangor Hydro-Electric Company. 

The proposed legislation would make 
it unlawful for any employee or labor or- 
ganization to participate in a strike or 
work stoppage affecting public utilities. 
Violators would be guilty of a misde- 
meanor and subject to a fine of not more 
than $500 or imprisonment up to a year, 
or both. 


Missouri 


Would Bar Utility Strikes 


EPRESENTATIVE R. J. King, Jr., of St. 
Clair, Republican floor leader of the 
state house, last month introduced his bill 
to create a state board of mediation to 
intervene in labor disputes in public utili- 
ties operating within the state. 

The bill authorizes the governor to 
seize utilities in case of a strike or threat- 
ened strike, and makes a strike against 
the state after a utility is seized a crim- 
inal offense. 

It would set up a board of three mem- 


bers, one representing the public, who 
would be the chairman as a full-time job, 
one representing the employers, and one 
representing labor. A permanent office 
in charge of the chairman would be es- 
tablished in Jefferson City. 

The act is made to apply to privately 
and municipally owned utilities, which 
are defined to be those operating auto 
busses, electric light, heat, and power 
plants, gas plants, sewers, steam and 
power companies, street railways, tele- 
phone and telegraph companies, tunnel 
and water companies. 


New York 


Would Widen Commission 
Power 
Fg of ten bills introduced re- 


cently in the state legislature as 
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program measures of the state public 
service commission included one which 
would authorize the commission to direct 
the recapitalization or reorganization of 
MAR. 13, 1947 
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a public utility corporation with out- 
standing obligations and preferred stock 
at par, or stated value with accrued divi- 
dends, in excess of assets. 

The bill would authorize the commis- 
sion to take such action also upon deter- 


mining that the voting power was held 
by a class of stockholders with no sub- 
stantial equity or interest in the property 
of the utility. Another of the bills would 
bring gas and electric submetering cor- 
porations under commission supervision. 


e 
Ohio 


Vote to Take City Utilities’ Cash 


ESIGNED to aid Ohio cities financial- 

ly, a bill authorizing a city council 

annually to divert revenues of a mu- 

nicipally owned utility to the city’s gen- 

eral operating fund was unanimously 

approved last month by the state senate’s 
taxation committee. 

The house taxation committee at the 
same time reported out a bill reénacting 
the cigaret tax and extending the .65 
per cent excise on certain utilities and 
railroad stock. 

The house group recommended 
unanimously that the utility excise be 
liberalized so that collections could be 


used by the state for general welfare 
purposes rather than only for poor relief. 
Both the cigaret tax; which produces 
$15,000,000 a year, and the .65 per cent 
excise, which brings the state a $2,500,- 
000 annual yield, expire March 3lst. 
Their reénactment is considered a “must” 
in the administration financial program. 
The senate measure would permit the 
transfer by a city council of not to ex- 
ceed 10 per cent of the gross receipts of 
a municipal transportation system, light 
plant, waterworks, or other municipally 
owned utility but only if adequate funds 
were available from the utility’s revenues 
to pay debt charges and current operating 
expenses for that particular year. 


Oregon 


Dam Bill Becomes Law 


HE state’s permanent power dam bill 
became a law when the house in the 
state legislature voted 43 to 17 to over- 
ride Governor Snell’s veto recently. A 
two-thirds vote was needed. Originally 
the house passed the measure 46 to 14. 
The action followed by several days 
a vote by the state senate, 27 to 3, to over- 
ride the veto. 
The measure amends the state hydro- 
electric commission act of 1931 to allow 


a private utility continued operation of 
any hydroelectric dam built by a com- 
pany for duration of its license from the 
commission. License periods average 
twenty-five to fifty years. 

The action now clears the way, it was 
reported, for the Idaho Power Company 
to construct a $12,000,000 dam across 
the Snake river to serve eastern Oregon 
and western Idaho counties. 

Proponents of the measure declared 
the old law discouraged investment by 
private power in power projects. 


od 
South Dakota 


REA Bill Revised 


nN REA bill, SB 83, was recently re- 
ported pending in the joint agri- 
culture committee of the state legislature. 


One of the most widely advertised fea- 
tures of the bill relates to business meet- 
ings of REA cooperatives. Under terms 
of this bill, only 5 per cent of the members 
are required for a quorum, in place of 15. 
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The Latest Utility Rulings 


Rate Investigation Terminated on Acceptance 


Of New 
T Federal Power Commission ac- 


cepted new rate schedules submit- 
ted by wholesale gas companies after 
conferences between company and com- 
mission representatives. Commissioner 
Sachse dissented and criticized negotia- 
tions leading to termination of the case. 
3efore accepting the schedules, the 
commission said, it must be assured that 
the proposals would result in fair rates 
under commission rate-making policies. 
Acceptance must not prejudice or im- 
pair lawful rights of complainants and 
interveners in the rate proceeding. 

United Fuel Gas Company, Warfield 
Natural Gas Company, Huntington De- 
velopment & Gas Company, and Cin- 
cinnati Gas Transportation Company are 
engaged in the transportation and sale 
for resale of natural gas in interstate 
commerce. Each is, therefore, a “natural 
gas company” within the meaning of the 
Natural Gas Act. 

The commission was confronted with 
the question whether a company pur- 
chasing gas produced in Texas, which 
was more costly than that produced or 
purchased locally, should keep down its 
local production and purchases. Local 
sources were being depleted. The com- 
pany’s current drilling program was 
designed to utilize its reserves most effi- 
ciently so as to meet its market and peak 
demands over a reasonable period of 
time. 

The company could expand its drilling 
program and thus obtain a greater vol- 
ume of gas immediately from reserve 
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Schedules 


acreage. Such procedure, however, 
would rapidly deplete the lower-cost local 
gas and make the future supply more 
completely dependent upon the higher- 
cost gas from the Southwest. The com- 
mission concluded that the company’s 
policy of utilizing its gas reserves over a 
longer period of time was not to be con- 
sidered imprudent. 

Overruling a proposal that the com- 
mission establish a 15-cent per thousand 
cubic foot value at the well mouth for 
locally purchased gas, the commission 
declared that it could not compel the 
company to pay more than the market 
price. 

Moreover, it was of the opinion 
that setting an artificial price for this gas 
would not increase appreciably the local 
supply. 

Rates were fixed on a net investment 
rate base so as to produce a 6 per cent 
return. This rate base consisted of orig- 
inal cost, less accrued depreciation and 
depletion, plus working capital. 

The companies, it was said, had ac- 
crued depreciation and depletion on writ- 
ten-up plant accounts. The reserve was 
said to be in excess of the original cost 
of depletable properties included in the 
rate base. Under these circumstances, 
the commission believed it reasonable to 
use the reserve requirements as the meas- 
ure of accrued depreciation and depletion 
instead of higher book figures. City of 
Columbus v. United Fuel Gas Co. 
(Opinion No. 145, Docket Nos. G-134, 
G-440, G-591). 
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Commission without Authority to Cancel 
Water Carrier Certificate 


“T= United States Supreme Court 
affirmed a decree of the Federal Dis- 
trict Court for Delaware in favor of a 
water carrier in a proceeding against the 
Interstate Commerce Commission. The 
carrier sought to set aside a commission 
order canceling, or seriously modifying, 
its certificate. 


The court ruled that Congress had con- 
ferred no authority on the commission to 
change or cancel the certificate of a water 
carrier which had expended a consider- 
able amount of money to obtain the spe- 
cial equipment necessary for the opera- 
tion of an efficient service. United States 
et al. v. Seatrain Lines, Inc. (No. 61). 


e 


Increase Allowed Gas Company on Volume Sales 


—— New Jersey commission ap- 
proved the application of a gas util- 
ity for a rate increase for gas sold to large 
volume commercial and industrial users 
and to residential customers whose 
monthly use is in excess of 5,000 cubic 
feet. 

The company’s return of 5.3 per cent 
was not deemed excessive. The impor- 
tance which the commission attached to 
this consideration is apparent in the 


statement below as to return as a whole: 


Proofs that costs have increased, that 
operating income has declined, and that the 
rates sought to be increased affect classes of 
sales which contribute least to operating in- 
come do not in and of themselves justify an 
increase in rates. It must also appear that 
the return from the company’s business as 
a whole will not be excessive after giving 
effect to the proposed rates. 


Re Elizabethtown Consolidated Gas Co. 
(Docket No. 2546). 


e 


Telephone Service Denial for Gambling Sustained 


se refusal of a telephone company 
to restore service to a residence 
from which equipment had been removed 
at the request of police, who alleged that 
it was being used for gambling purposes, 
received the approval of the New Jersey 
commission. 

The subscriber argued that reliance on 
police authorities is not always justified 
and that at times they may act arbitrarily 
and unjustly. 

The New Jersey Board of Public 
Utility Commissioners concluded : 


It is a firmly established principle in our 
law that there is always a presumption that 
official acts or duties have been properly 
performed. Any alleged abuses of public 
authorities raise issues determinable in the 
courts in a direct attack. In view of the 
availability of such relief, we consider it in- 
supportable, both as a practical matter and 
as a matter of law, that a public utility in 
respondent’s position in this case, should be 
required to do other than heed the advice 
and request of public authorities acting with- 
in their proper sphere. 


Slapkowski v. New Jersey Bell Teleph. 
Co. (Docket No. 2841). 


7 


Improvement in Water Service Ordered 


WATER company which conceded 

that its supply was inadequate for 

the number of customers to be served but 
refused to obtain a new supply until all 
customers had made application for serv- 
ice, paid deposits, and accepted metered 


service, was ordered by the Pennsylvania 
commission to act immediately to im- 
prove service. 

The commission ruled that the utility 
was in violation of the state law that “a 
utility must render adequate service and 
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make all improvements necessary for the 
convenience and safety of its patrons” 
and inferred that while in such position 
it could not require its consumers to ac- 


cept meters or pay deposits. Pennsyl- 
vania Pub. Utility Commission v. 
Hendersonville Water Co. (Complaint 
Docket No. 14168). 


Consolidation Plan Approved 


PLAN for consolidation of two water 
Picmaaie was approved by the Mis- 
souri commission where the existing rate 
schedule would be continued and sub- 
stantial operating economies and im- 
proved capitalization would result from 
unification. Estimated earnings would be 
sufficient to cover operating expenses 
and fixed charges and leave a profit for 
the investor. 

The capitalization would be repre- 
sented by 37.3 per cent equity securities 
and 62.7 per cent long-term debt. The 
percentage of equity holdings was ex- 
pected to increase in future years as 
earned surplus accumulated. The com- 
mission considered these ratios satisfac- 
tory. 

Bond interest requirements on first 
mortgage bonds would be earned 4.82 
times before income tax payments, or 
3.37 times after income tax payments. 
This appeared to be ample coverage for 
this type of security. 

It was proposed to amortize to the ac- 
count Other Income, over the life of the 
issue, expenses to be incurred in connec- 
tion with issuance and sale of first mort- 
gage 34 per cent bonds, This was said 
to be in accordance with the method of 
amortization usually recommended by the 
commission. 


Municipal authorities objected that the 
financial statements had been prepared as 
of December 31, 1945, and did not present 
a true picture of the financial condition 
of the companies at the date of hearing. 
They also objected that one of the com- 
panies was being consolidated with a 
property that had for years been operat- 
ing at a deficit. The plant account of the 
surviving companies, it was argued, was 
in excess of the valuation of the two 
properties as found in previous cases. 

The commission did not consider these 
or other objections a sufficient ground 
for denying approval. It was said that 
the submission of later financial state- 
ments would merely delay action. The 
commission also said: 

These proceedings do not involve the ques- 
tion of rates, or earnings, and we are not at 
this time trying to determine a rate base for 
the property. Under the circumstances here- 
in, Missouri would be required to take over 
the property of Independence at its recorded, 
or book value. It is entirely reasonable to 
assume that at some future time the commis- 
sion may order Missouri, after investigation 
and hearing, to make adjustments to its 
plant accounts but until such finding is made 
the recorded plant account of Independence 
would be the correct amount to record on 
the books of Missouri for this property. 

Re Missouri Water Co. et al. (Case No. 
10,942). 


e 
Trucking Company Denied Motor Carrier Certificate 


_ Colorado commission denied an 
application for a certificate to op- 
erate as a motor carrier in the oil field 
area where service in the area was al- 
ready adequate or could be made ade- 
quate under commission direction. 

Oil operators contended that many car- 
riers should be certified so that calls for 
motor carrier service could be answered 
on a minute’s notice. The commission 
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answered that it would be unreasonable 
to require carriers to keep large numbers 
of trucks and many men idle so that on- 
call service could be provided. The com- 
mission suggested that, if such service 
was desired, the operators should pur- 
chase their own equipment or contract 
with a private carrier for special service. 
Re Parco Garage Co. (Application No. 
7339, Decision No. 27338). 
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Other Important Rulings 


‘ p~ Pennsylvania commission, in 
passing on an application for ap- 
proval of an amended plan of reorganiza- 
tion of a street railway company and its 
subsidiary companies by consolidation, 
considered the plan only from the stand- 
point of public interest and the fairness of 
the plan to the public, since it believed 
that the fairness of the plan to creditors 
and security holders of the debtor com- 
pany and its subsidiary debtors was a 
matter beyond its jurisdiction. Re Ells- 
worth S. Keller et al. Trustees of Wilkes- 
Barre Railway Corporation et al. (Ap pli- 
cation Docket No. 68258). 


Costs attributable to accidents and 
losses sustained through the curtailment 
of air service, imposed because of the 
carrier's failure to maintain operating 
standards imposed by the Civil Aeronau- 
tics Act, are not allowable for rate-mak- 
ing purposes, according to the Civil 
Aeronautics Board. Re National Air- 
lines, Inc. (Docket No. 824). 


The supreme court of New Jersey held 
that the fact that a resolution and ordi- 
nance fixing water rates for a municipal 
plant, pursuant to a plan for meterizing 
its services, fixed a flat rate for all in- 
dustrial plant consumers who were sup- 
plied with meters, while other industrial 
users and others who had not yet received 
meters were billed on an outlet basis, did 
not establish an unjustly discriminatory 
classification, but merely permitted the 
exercise of a preference based upon nor- 
mal business practices. P. J. Ritter Co. 
v. Mayor of City of Bridgeton et al. 50 
A2d 1. 


The Securities and Exchange Commis- 
sion, in passing upon a holding company 
simplification plan as proposed by Elec- 
tric Bond and Share Company, held that 
the use of warrants as a means of a dis- 
tribution of portfolio securities required 
by § 11 of the Holding Company Act is 


fair to stockholders. Re Electric Bond & 
Share Co. et al. (File Nos. 54-127, 59-3, 
59-12, Release No. 6879-1). 


The Securities and Exchange Com- 
mission refused to vacate its order in Re 
Northern States Power Co. (1946) 66 
PUR(NS) 364, requiring termination of 
the existence of a holding company un- 
der § 11(b)(2) although the company 
urged that an order for compliance was 
improper before hearings on voluntary 
plans submitted under § 1l(e). Re 
Northern States Power Co. (Delaware) 
et al. (File Nos. 54-54, 70-559, 59- 
50, Release No. 7148). 


The Wisconsin commission overruled 
the objections of a competitor to a tele- 
phone company extending its lines into 
a new area where the objector’s service 
in the area had not been dependable and 
its facilities had deteriorated, and where, 
because of the social and business rela- 
tionships of the subscribers to be served, 
it appeared that public convenience and 
necessity required the proposed exten- 
sion, Peterson et al. v. Wisconsin Tele- 
phone Co. et al. (2-U-2252). 


The court of civil appeals of Texas 
held that, under the statute requiring daily 
passenger railroad service but author- 
izing relaxation of such requirements, 
the commission had no power to author- 
ize the abandonment of passenger serv- 
ice, since the words “relax” and “aban- 
don” are not synonymous, Railroad Com- 
mission of Texas et al. v. Texas & New 


Orleans R. Co. 197 SW2d 176. 


The South Dakota commission, in 
passing upon an application for authority 
to transport petroleum products in bulk 
in tank trucks opposed by railroads, ruled 
that the mere loss of traffic by the rail- 
roads was not in and of itself a sufficient 
reason for denying the application. Re 
Petroleum Carriers, Inc. (10025-B). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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FEDERAL POWER COMMISSION 


Re Northwestern Electric Company et al. 


Opinion No. 146, Docket Nos. IT-6000, IT-5998 
December 20, 1946 


OINT APPLICATION of power companies for approval of merger 
J of facilities; granted subject to conditions. 


Consolidation, merger, and sale, § 19 — Consistency with public interest. 
1. The Commission, before approving a consolidation and merger, must 
find under § 203 of the Federal Power Act, 16 USCA § 824b, that this 
will be consistent with the public interest, p. 5. 


Consolidation, merger, and sale, § 19 — Consistency with public interest — Ab- 
sence of detriment. 

2. The phrase “consistent with the public interest,” used in § 203(a) of 
the Federal Power Act, 16 USCA § 824b(a), does not connote a public 
benefit to be derived from a consolidation or merger or suggest the idea of a 
promotion of the public interest, but the thought conveyed is merely one 
of compatibility and absence of detriment to consumers or investors or to 
other legitimate national interests; an affirmative showing of public benefit 
or promotion of the public interest is not required, p. 6. 


Consolidation, merger, and sale, § 21 — Objections to approval — No commitment 
as to rates. 

3. Refusal of applicants for approval of a consolidation and merger to 
make a definite commitment as to future rate reductions is not a ground 
for disapproval of the application, since rates of the merged company will 
be subject to regulation, p. 7. 

Consolidation, merger, and sale, § 49 — Conditions — Severance damages. 
4. An order approving a merger of facilities of power companies involved 
in condemnation proceedings should be conditioned on their executing, for 
the benefit of public utility districts having condemnation actions pending 
against the distribution properties, a stipulation to the effect that rights 
to severance damages in such proceedings shall not be increased by reason 
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of the merger or consolidation or transfer of properties or facilities, where 
the companies have expressed a willingness to make such stipulation, 


p. 8 


Consolidation, merger, and sale, § 30 — Objections to approval — Strength to 


resist public power. 

5. The fear that savings resulting from the consolidation and merger of 
facilities of power companies will be used to oppose the programs of public 
utility districts—fear that those who favor private operation will be 
strengthened by the merger—is not a ground for disapproving the consoli- 
dation and merger ; it must be presumed that the purpose of any regulatory 
act is to assure adequate and economical service by the companies subject 
to its provisions, p. 9. 


Consolidation, merger, and sale, § 22 — Grounds for approval. 


6. A consolidation and merger of electric properties should be approved 
where it will not tend to retard regional integration of facilities, will not 
tend to discourage utilization of power resources, will not tend to increase 
rates or jeopardize the prospects of future rate reductions, will tend to 
strengthen the companies’ financial structure and improve materially the 
position of investors, will not result in detriment to consumers or investors 
or other legitimate national interests, and will not run counter to any estab- 
lished precept or principle of law, p. 9. 


Consolidation, merger, and sale, § 2 — Right to obtain approval. 


7. When the statutory standard of § 203(a) of the Federal Power Act, 16 
USCA § 824b(a) (consistency with the public interest) has been complied 
with, there exists a substantive right to have Commission approval of a 
consolidation and merger, p. 9. 
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By the Commission: This proceed- 
ing arises out of the joint application 
by the Pacific Power & Light Com- 
pany (hereinafter referred to as Pa- 
cific), a corporation organized under 
the laws of the state of Maine and the 
Northwestern [Electric © Company 
(hereinafter referred to as Northwest- 
ern), a corporation organized under 
the laws of the state of Washington, 
seeking approval, pursuant to § 203 of 
the Federal Power Act, 16 USCA 
§ 824b, of this Commission for the 
proposed merger of the facilities of 
Northwestern subject to the jurisdic- 
tion of the Commission into and with 
the facilities of Pacific subject to the 
jurisdiction of the Commission, the 
latter company to become the surviv- 
ing corporation. 
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Jurisdiction 


The principal business of each of the 
proposed merging companies is the 
generation, purchase, transmission, 
distribution, and sale of electric energy 
to ultimate consumers in the states of 
Oregon and Washington; each is a 
“public utility,” as defined by the laws 
of the state of Oregon; each is a “pub- 
lic utility,” as defined by the laws of 
the state of Washington; and each 
owns and operates facilities for the 
transmission of electric energy in in- 
terstate commerce between the two 
states named; and there is no question 
as to each being a “public utility” as 
defined in § 201(e) and as used in 
§ 203 of the Federal Power Act. 

By the proposed merger, North- 
western will dispose of the whole of its 
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RE NORTHWESTERN ELECTRIC CO. 


facilities subject to the jurisdiction of 
this Commission to Pacific, and Pa- 
cific will merge or consolidate facilities 
subject to the jurisdiction of this 
Commission which are owned and 
operated by it with facilities subject 
to the jurisdiction of this Commission 
which are owned and operated by 
Northwestern. Such merger is, there- 
fore, also subject to the requirements 
of § 203. 


Formal Proceedings 


On July 12, 1946, a joint application 
was filed with the Commission in 
Docket No. IT-6000 by Pacific and 
Northwestern pursuant to § 203 of the 
Federal Power Act, requesting ap- 
proval from the Commission for the 
proposed merger.’ 

After due notice, the Commission, 
by order dated August 27, 1946, set 
the case for public hearing to be held, 
as authorized by § 209(a) of the Fed- 
eral Power Act, concurrently with the 
Public Utilities Commission of the 
state of Oregon and the Department 
of Public Utilities of the state of 
Washington, commencing on Septem- 
ber 17, 1946, in Portland, Oregon. 
The hearing was held as a concurrent 
hearing as scheduled from September 
17 through September 21, 1946." 


Interested Participants and Munici- 
palities—In addition to the applicants 
there were the following interveners 
and petitioners for intervention: In- 
terstate Electric, Inc., Washington 
State Grange, Oregon State Grange, 
Public Utility Commissioners Asso- 
ciation of Washington, Public Utility 
District No. 2 of Pacific County, 
Washington, Public Utility District 
No. 1 of Snohomish County, Wash- 
ington, Public Utility District No. 1 
of Chelan County, Washington, Pa- 
cific Utility District No. 1 of Skagit 
County, Washington, Consumers 
Service Bureau, Sponsors Committee, 
Independent Retail Grocers Associa- 
tion. Two officials of the Bonneville 
Power Administration appeared as 
witnesses for Intervener, Interstate 
Electric Co., Inc. The Bonneville 
Power Administrator did not partici- 
pate in the hearing but a brief as 
amicus curiae was filed by the admin- 
istrator, by leave of the Commission. 


Proposed Merger 


The electric properties of Pacific are 
composed of four systems consisting 
of one main system serving an exten- 
sive area in 16 counties in northern 
Oregon and southern Washington. 
The other three systems are relatively 





1The proceeding in Docket No. IT-5998 
was started by Pacific’s filing on June 17, 
1946, an application for exemption from the 
requirements of Balance Sheet Accounts In- 
struction 5-E of the Commission’s Uniform 
System of Accounts Prescribed for Public 
Utilities and Licensees ;ermitting it to amor- 
tize over a period of years the call premiums 
and expenses applicable to the retirement of 
preferred stock. The application also asked 
for permission, under Balance Sheet Ac- 
counts Instruction 6-E of the System of Ac- 
counts, to amortize over a period of two years 
the unamortized debt discount expense and 
redemption premiums resulting from the re- 
funding of bonds, notes, and debentures. Both 
requests were conditioned on the approval of 
the contemplated merger. 


This application was withdrawn on Septem- 
ber 6, 1946, when Pacific advised this Com- 
mission that, subsequent to the recent hear- 
ing held before the Securities and Exchange 
Commission on the refinancing plan submitted 
by Pacific, Northwestern and their parent 
holding company, American Power & Light 
Company, in connection with the proposed 
merger, the plan had been modified tc enable 
Pacific to dispose of, immediately, ratrer than 
amortize, the amounts involvec in this appli- 
cation. 

2 Subsequent conferences were held between 
members of the Federal Power Commission 
and the Oregon and Washington Commis- 
sions for discussion of the record and issues 
presented. All Commissioners concurred in 
the conclusions reached herein. 
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small, comprising the Astoria-Seaside 
system in Clatsop county, Oregon, the 
Deschutes system in Jefferson, De- 
schutes, and Crook counties, Oregon, 
and the Enterprise system in Wallowa 
county, Washington. The two latter 
systems are not presently intercon- 
nected with Pacific’s main system or 
the system of Northwestern (although 
interconnection is said to be feasible 
but not yet necessary) and the As- 
toria-Seaside system is interconnected 
with the main system only through a 
line which is owned and operated by 
the Bonneville Power Administration. 

Northwestern supplies electric serv- 
ice in Portland, Oregon, where it is in 
competition with Portland General 
Electric Company, a nonaffiliated com- 
pany, and in a limited adjoining area 
in Multnomah county, Oregon, and 
also throughout parts of two other 
counties in Washington and in Ore- 
gon. The facilities of Northwestern 
and the facilities comprising Pacific’s 
main system are interconnected and in- 
tegrated. The proposed plan of merg- 
er and consolidation does not involve 
any change whatever in the physical 
integration or interconnection of the 
two companies. 

Pacific and Northwestern have been 
affiliated since 1925 through the own- 
ership of the common stock of both by 
American Power & Light Company 
(hereinafter referred to as American) 
and the operations of the two have 
been regarded and treated by the man- 
agement as a common operation since 
that date. The testimony is that the 
development of power resources and 
the installation of facilities have been 
planned and designed to best serve the 
interests of such common operation. 

In the plan of consolidation and 
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merger, it is proposed that American 
surrender for cancellation 60,000 
shares of Northwestern’s common 
stock outstanding, having a par value 
of $35, thus creating a capital surplus 
of $2,100,000. There is at present in 
Northwestern’s Account 107 a balance 
in the amount of $2,316,032.28, re- 
maining from a total amount of $3,- 
500,000 heretofore ordered by this 
Commission to be written off in an- 
nual instalments. (1942) 3 FPC 83, 
88, 43 PUR(NS) 148. By the merg- 
er plan, this amount in Account 107 
would be disposed of immediately by 
charging $2,100,000 to Capital Sur- 
plus and $216,032.28 to Earned Sur- 
plus. 

The plan also involves a cash con- 
tribution of $2,200,000 by American 
to Pacific and a transfer from stated 
value of common stock in the amount 
of $400,000, thus creating a Capital 
Surplus for Pacific of $2,600,000. By 
order dated November 24, 1942, in 
Docket No. IT-5611, 3 FPC 329, 46 
PUR(NS) 131, this Commission di- 
rected Pacific to dispose of an amount 
of $2,986,867.50 classified in Account 
107, by a charge to Earned Surplus 
or a charge of all or any part of that 
amount against a Capital Surplus 
properly created for that purpose. 
Pacific now proposes to dispose of the 
amount of $2,986,867.50 by a charge 
of $2,600,000 to Capital Surplus cre- 
ated as above stated, a charge of $242,- 
908.71 to Earned Surplus, and a 
charge of $143,958.79 to “Deferred 
Credit-Utility Plant Adjustments.” 

Under the Agreement and Act of 
Consolidation and Merger, Pacific, the 
surviving corporation, assumes all the 
debts and liabilities of the applicants 
and in conjunction therewith proposes 
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to issue new mortgage bonds, notes, 
preferred stock and common stock and 
retire presently all the presently out- 
standing securities of each of the ap- 
plicants.* As a result of these trans- 
actions, additional funds will be made 
available for the payment of dividends 
or for other corporate purposes of Pa- 
cific. 


Issues 


[1] Before the Commission can ap- 
prove the proposed consolidation and 
merger, it must first find under § 203 
of the Federal Power Act that the 
proposed consolidation will be consist- 
ent with the public interest. 

In support of their claim that the 
consolidation proposed is consistent 
with the public interest, applicants 
contend : 

(1) The facilities comprising the 
major electrical system of Pacific are 
interconnected with the electrical fa- 
cilities of Northwestern and their op- 
eration has been substantially inte- 
grated for many years. The effect of 
the transaction would be to strengthen 
such integration. 

(2) A duplication of administrative 
expenses will be eliminated, which will 
result in a saving of $145,000, con- 
sisting of $103,000 in payroll and 
$42,000 in office rents and other mis- 
cellaneous items. 

(3) As a result of the proposed 
merger, the annual debt interest re- 
quirements will be lowered by $698,- 
719 and the annual preferred stock 


dividend requirements will be reduced 
by $342,725. 

In opposition to these contentions, 
staff counsel have urged objections to 
show that the proposed merger is not 
“consistent with the public interest.” 
The following objections are here ex- 
amined in the light of the statutory 
standard which the Commission must 
apply in cases of merger and consolida- 
tion in accordance with § 203(a): 

(1) Applicants’ integration of fa- 
cilities is now geared to the limited 
capabilities of the system and nothing 
will be gained toward that end through 
the merger. 

(2) Applicants have made no 
showing that the amounts which, it is 
claimed, will be saved in interest and 
dividend requirements in connection 
with the refinancing and merger, 
would not have come about from fa- 
vorable market conditions, financial 
stabilization of the companies by elim- 
inating inflation on their books, or by 
separate refinancing of each company. 
In fact, staff counsel argue, that the 
primary purpose of the proposed mer- 
ger was to set “the holding company’s 
house in order and enable it to get the 
best possible price for its common 
stock holdings.” 

(3) Applicants have refused to make 
definite commitment as to future rate 
reductions despite the fact that an 
amount of $1,400,000 after payment 
of preferred stock dividends, as of July 
31, 1946, is shown on the pro forma 
statement of income. 





3 The plan contemplates that in lieu of 
mortgage bonds, debentures, and notes paya- 
ble to Associated Companies in the combined 
amounts of $27,200,000, $2,100,000 and $1,794,- 
500, respectively, there de issued $27,000,000 
in mortgage bonds and $3,500,000 in notes pay- 
able to Associated Companies; that in lieu of 
$6 and 6 per cent preferred stock in the 


amount of $1,098,000 and 7 per cent preferred 
stock in the amount of $10,383,500 there be 
issued 100,000 shares of the par value of $100 
per share (a total of $10,000,000), of 4.5 per 
cent preferred stock. There would also be 
issued 500,000 shares of common stock of no 
par value but having a stated value of $16 
per share. 
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(4) Applicants have failed to estab- 
lish affirmatively that the benefits 
which they have claimed will result 
from the merger, are attributable to 
the merger. 

In addition, interveners contend 
that applicants have refused to stip- 
ulate that no increase in severance 
damages that may arise in future pro- 
ceedings will be asked for as a result 
of the merger. 


Consistent with the Public Interest 


[2] In applying the statutory stand- 
ard which, by the terms of § 203(a), 
requires that this proposed merger be 
“consistent with the public interest,” 
the Commission must conform to the 
judicial interpretation of the section 
adopted by the courts in the leading 
case, Pacific Power & Light Co. v. 
Federal Power Commission (1940) 
34 PUR(NS) 153, 155, 156, 111 F 
2d 1014. The circuit court of appeals 
for the ninth circuit in speaking of the 
standard prescribed in § 203(a) there 
said on page 1016 of its opinion: 

“The phrase ‘consistent with the 
public interest’ does not connote a pub- 
lic benefit to be derived or suggest the 
idea of a promotion of the public in- 
terest. The thought conveyed is 
merely one of compatibility. . . . It 
is enough if the applicants show that 
the proposed merger is compatible 
with the public interest. The Com- 
mission, as a condition of its approval, 
may not impose a more burdensome 
requirement in the way of proof than 
that prescribed by law. (Italics sup- 
plied. ) 


We see no more in the prohibition 
than the purpose of insuring against 
public disadvantage through the re- 
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quirement of a showing that mergers 
of this sort will not result in detriment 
to consumers or investors or to other 
legitimate national interests.” (Italics 
supplied. ) 

All the objections raised erroneously 
proceed on the assumption that the ap- 
plicants must make an affirmative 
showing of public benefit or promotion 
of the public interest, things not re- 
quired by the statutory standard. 

Actually the record proves the ob- 
jections to be lacking in substance and 
shows the proposed merger to be com- 
patible with the public interest. 

There is testimony that, although 
the two companies have been and are 
now operated as a common operation, 
more effective results could be 
achieved if there were a single corpo- 
rate entity under a single manage- 
ment; that a joint study of organiza- 
tion economies which might be ex- 
pected from the consolidation and 
merger, indicates probable annual op- 
erating savings of approximately 
$145,000, of which $103,000 is esti- 
mated in payrolls and $42,000 in office 
space, rents, legal and special service 
costs, forms, stationery, printing, re- 
ports, traveling and miscellaneous 
items ; that, in addition, “there should 
be savings in purchasing and con- 
struction, refinancing, regulatory 
problems and other nonrecurring 
items which should be substantial.” 

We are not impressed by the com- 
pany’s claims of operating savings al- 
though we believe that some savings 
will result. We do not, however, base 
our approval primarily upon this 
ground. 

There is no specific proof in the rec- 
ord that the operating savings of 
$145,000 could not be brought about 








byt 
solic 
evic 
rest 
com 
con 
the 

fror 
fina 
that 
achi 
dire 
the 

boo 
capi 
rect 
tion 


affe 
is 
sur 
any 
cons 
han 
com 
gror 
will 
ploy 
reas 
they 
com 
plan 
solic 
then 
cost 
be ; 
yeat 
if th 
cost 
pens 
age’ 
$24: 
bea 
by t 














RE NORTHWESTERN ELECTRIC CO. 


by means other than the proposed con- 
solidation. Neither is there positive 
evidence that the contemplated savings 
resulting from refinancing “would not 
come about from favorable market 
conditions, financial stabilization of 
the companies by eliminating inflation 
from their books, or by separate re- 
financing of each company,” except 
that a saving of $119,000 could not be 
achieved by separate financing and is 
directly attributable to the merger, and 
the “eliminating of inflation from their 
books” immediately and by way of 
capital contribution by American is di- 
rectly dependent upon the consolida- 
tion. 

The proposed consolidation would 
affect some thirty-three employees. It 
is not proposed or expected that the 
surviving corporation would discharge 
any of the present employees of the 
constituent companies. On the other 
hand, there are vacancies now and the 
companies expect to continue their 
growth. Furthermore, a pension plan 
will be set up, and as duplicative em- 
ployees reach retirement, or for other 
reasons terminate their employment, 
they will not be replaced. Neither 
company now has a “formal” pension 
plan in effect. However, if the con- 
solidation is not consummated, each of 
them will establish such plans, and the 
cost to Pacific and Northwestern will 
be about $152,000 and $95,000 per 
year, respectively. It is assumed that 
if the companies were consolidated the 
cost of establishing or continuing such 
pension plans would be about the 
aggregate of those two amounts or 
$244,000. But these costs would not 
be affected either one way or the other 
by the consolidation. 

The cost of money obtained through 


sale of the proposed new preferred 
stock and the new first mortgage bonds 
of the surviving company would be 
determined by competitive bidding, 
but it is estimated that annual savings 
of $698,719 would be realized in debt 
interest requirements and that annual 
preferred stock dividend requirements 
would be reduced by $342,725. 

On a pro forma basis which reflects, 
of course, not what will occur during 
the coming years, but what would 
have been the results of past opera- 
tions assuming the proposed changes, 
the combined estimated savings which 
the applicants contend will arise from 
the consolidation, namely: $145,000 
in savings from operations, $698,719 
in savings from preferred debt interest 
and debt discount and expense, and 
$342,725 in savings from preferred 
stock dividend requirements, aggre- 
gating $1,186,444, would result in an 
increase in Federal Income Taxes 
from $475,208 to $920,367, an in- 
crease of $445,159. But, after deduct- 
ing that additional tax expense there 
would still be available, on a pro 
forma basis, for rate reductions, div- 
idends and other corporate purposes 
after consolidation a net amount of 
$741,285 in excess of that available 
for similar purposes before consolida- 
tion. 

[3] It is true that no witness for 
applicants was willing to commit him- 
self or the companies as to specific 
amounts which would be applied to fu- 
ture rate reductions. The most that 
could be obtained from John A. Laing, 
vice president, director and general 
counsel of Northwestern and general 
counsel for Pacific, was that “. ‘ 
it is the definite intention of the pro- 
gram of the company to make such 
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rate reductions as it can, and as rapid- 
ly as it can, with the resources that it 
has, consistent with an honest job and 
protecting the investment of the stock- 
holders . . .”; and from Paul B. 
McKee, president of Pacific and “ad- 
viser” to Northwestern the statement 
ms . , and my expectation is that 
the savings arising out of our present- 
ly proposed merger and refinancing 
program will be shared with our rate- 
payers as soon as those savings are 
realized 7 

Since the rates of the merged com- 
pany will be subject to regulation, the 
statements evidence no incompatibility 
with the public interest. 

The evidence in this proceeding 
does not disclose any contemplated 
change in rates, as a part, and the 
immediate result, of the proposed con- 
solidation. It is the contention of 
Consumers Service Bureau, the Spon- 
sors Committee and Retail Meat 
Dealers, however, that the effect of 
the consolidation would be that imme- 
diate and future rate reductions for 
consumers of Northwestern will be 
jeopardized. That contention is based 
upon the fact that Northwestern’s 
business is more highly concentrated 
and its service is rendered at a lesser 
unit cost than is the case with Pacific. 
However, the evidence shows that the 
highly concentrated Portland-Vancou- 
ver area served by Northwestern has 
always been and will continue to be 
considered for rate purposes, in an 
area by itself and that Northwestern, 
in this area, is in direct competition 
with Portland General Electric Com- 
pany and must meet the latter’s com- 
petitive rates. 

[4] Several witnesses testified that 
they were afraid that the merger might 
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afford a basis for increased severance 
damages in those instances where pub- 
lic utility districts are undertaking 
condemnation proceedings against 
parts of Pacific’s distribution facilities. 
Northwestern’s chief legal officer 
agreed that “the merging of these 
properties pursuant to the applications 
now pending would not have the effect 
of increasing severance damages or 
the claim for severance damages in 
the condemnation suits that are now 
pending against the Pacific Power and 
Light Company and the Northwestern 
in Clark county ; against the Pacific in 
Franklin county; and against the 
Pacific in Klickitat county.” 

He said, however, that he “could 
not make that blanket stipulation 
apply to all future time and all future 
proceedings that might be brought 
against the companies, because the 
facts and circumstances might be so 
changed that I wouldn’t know what 
the conditions would be, but that I 
am willing, and the companies are will- 
ing, that there be recorded in this pro- 
ceeding a statement that when these 
properties are merged, no claim for 
severance damages will be made by 
Pacific, as the owner of the merged 
property, on a greater basis or for a 
greater amount than would have ap- 
plied had there been no merger.” 

Applicants, moreover have ex- 
pressed their willingness to stipulate 
that no greater claim for severance 
damages will be made in the three con- 
demnation actions now pending 
against their distribution properties. 
Such a stipulation would eliminate any 
possibility that this merger will ad- 
versely affect the public interest. The 
applicants having demonstrated their 
willingness to make such stipulation, 
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RE NORTHWESTERN ELECTRIC CO. 


any order approving the merger 
should be conditioned accordingly. 
In Re Pacific Power & Light Co.-and 
Inland Power & Light Co. (1941) 2 
FPC 508, 509, 42 PUR(NS) 36. 

[5] The fear has been expressed 
that the savings resulting from the 
consolidation and merger will be used 
to oppose the programs of Public Util- 
ity Districts in Washington. Bonne- 
ville Power Administrator (Bonne- 
ville), permitted to file a brief in this 
proceeding as amicus curiae, and the 
interveners in this proceeding argue 
that the merger would tend to defeat 
the realization of the basic purposes of 
the Bonneville Act in that (1) it 
would thwart the intent of Congress 
that Bonneville power be distributed 
through public bodies and codpera- 
tives, (2) the merger would tend to 
preclude the widespread distribution 
of Columbia river power, and (3) it 
is in contravention of the antimonopo- 
ly provisions of the Bonneville Act, 
and that because thereof the consolida- 
tion for which authorization is sought 
would not be consistent with the pub- 
lic interest. 

We recognize that the Northwest is 
the scene of a conflict between those 
favoring public operation of electric 
utilities and those favoring continua- 
tion of private operation. It is ap- 
parent that the real basis of inter- 
veners’ objections is to be found in the 
fear that those who favor private 
operation will be strengthened by the 
merger. But our act does not contem- 
plate recognition of this as a ground 
for denying approval. For it must be 
presumed that the purpose of any reg- 
ulatory act is to assure the most ade- 
quate and economical service by the 
companies subject to its provisions. 


On this basis, it is clear that the merg- 
er must be approved. 

[6, 7] Upon all of the evidence of 
record herein, it is the conclusion of 
the Commission that the proposed con- 
solidation and merger will not tend to 
retard the regional integration of facil- 
ities, will not tend to discourage util- 
ization of power resources, will not 
tend to increase rates or jeopardize 
the prospects of future rate reductions, 
will definitely tend to strengthen appli- 
cants’ financial structure, will improve 
materially the position of investors, 
will not result in detriment to consum- 
ers or investors or other legitimate 
national interests, and will not run 
counter to any established precept or 
principle of law. 

When the statutory standard of 
§ 203(a) has been complied with, 
there exists a substantive right to have 
the Commission’s approval. Pacific 
Power & Light Co. v. Federal Power 
Commission (1938) 25 PUR(NS) 
458, 98 F2d 835, 837, 838. 

For the reasons given, we are of 
the opinion and find that the proposed 
merger and consolidation will be con- 
sistent with the public interest. An 
order will be entered accordingly. 


ORDER 


Upon consideration of the joint ap- 
plication in the above-entitled proceed- 
ing, and the record thereon, the Com- 
mission, having on this date made and 
entered its findings and opinion in this 
matter, which are hereby referred to 
and made a part hereof by reference, 
the Commission orders that: 

(A) The proposed merger and con- 
solidation of facilities whereby North- 
western will dispose of all its assets 
and property subject to all their obli- 
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gations and liabilities to Pacific, and 
Pacific will merge and consolidate its 
facilities subject to the jurisdiction of 
the Commission with those of North- 
western is hereby authorized and ap- 
proved on the terms and conditions set 
forth in the application, and the provi- 
sions and conditions of this order. 

(B) The foregoing authorization is 
without prejudice to the authority of 
_ this Commission or any other regula- 
tory body with respect to rates, serv- 
ice, accounts, valuations, estimates, or 
determination of cost, or any other 
matter whatsoever which may come 
before this Commission or such other 
regulatory body, and nothing in this 
order shall be construed as an acqui- 
escence by this Commission in any es- 
timate or determination of cost or any 
valuation of property claimed or as- 
serted. 

(C) Nothing in this order con- 
tained or in the proceeding in connec- 
tion with the above-entitled matter 
shall be construed to be a waiver of, 
or in any manner to prejudice a de- 
termination of the necessity for obtain- 
ing, or the propriety of requiring ap- 
plication for, a license from this Com- 
mission for the construction, opera- 
tion, or maintenance by any of the 
applicant companies of any project 
structure for which license may be re- 
quired under the River and Harbor 
Acts, or the Federal Water Power 
Act, or by or under the Federal Power 
Act. 

(D) As a condition precedent to the 


consummation of the proposed merger, 
Pacific shall execute for the benefit of 
any Public Utility District and Peoples 
Utility Districts which now have or 
may then have condemnation actions 
pending against the distribution prop- 
erties of Pacific or Northwestern a 
stipulation to the effect that any rights 
of Pacific or Northwestern to sever- 
ance damages in such proceedings 
shall not be increased by reason of this 
merger or consolidation or by the 
transfer to Pacific of the properties or 
facilities of Northwestern. Duplicate 
executed copies of such stipulation 
shall be delivered to the lawfully au- 
thorized representatives of any such 
district, upon demand, and shall be 
accompanied by a copy of a resolution 
or resolutions duly adopted at the first 
stockholders’ meeting of Pacific follow- 
ing this Commission’s approval of the 
merger and consolidation and binding 
upon the stockholders of the merged 
corporation, ratifying, confirming and 
adopting the execution and filing of 
such stipulation. Pacific, within six 
months from the date thereof, shall 
file with the Commission an affidavit 
of the execution of such stipulation 
and of its readiness to make delivery 
of copies as required above. 

(E) That withdrawal of the appli- 
cation in Docket No. IT-5998 is here- 
by authorized and said proceeding is 
hereby dismissed, without prejudice. 

(F) This authorization shall expire 
unless acted upon within ninety days 
after the date of this order. 
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RE RESTRICTION OF USE OF ELECTRICITY 


WISCONSIN PUBLIC SERVICE COMMISSION 


Re Restriction of Use of Electricity for 
Conserving Coal 


2-U-2280 
November 23, 1946 
NVESTIGATION on Commission motion to restrict use of 
I electricity for purpose of conserving coal; rationing of elec- 
tricity in compliance with Federal Order U-14 ordered. 


Service, § 146 — Electricity — Curtailment during coal shortage. 
Electric companies were ordered by the Wisconsin Commission to adminis- 
ter the rationing of electricity during a coal shortage in compliance with 
Civilian Production Administration Order U-13. 





Service, § 146 — Electricity — Curtailment during coal shortage. 


Order U-14 of the Civilian Production Administration restricting use of 
electricity during coal shortage, p. 12. 


By the ComMISssION : 


Emergency Order 

W hereas: 

A. It appears that an imminent 
shortage of coal may develop for gen- 
erating electricity ; 

B. The situation is not peculiar to 
Wisconsin ; 

C. Transportation conditions may 
make it difficult to ship Diesel fuel oil; 

D. The Civilian Production Admin- 
istration has issued curtailment order 
(U-14) directing electric utilities to 
restrict the use of electricity ; 

E. This Commission has power un- 
der §§ 196.02(1), 196,395, and 196.28 
to deal with emergencies affecting 
utility services and in accordance with 
§ 195.07 can call upon the attorney 
general and the district attorneys to 
enforce all laws relating to railroads 
or public utilities; 

F. During the war period the utili- 


ties demonstrated their ability to com- 
ply and obtain compliance with regu- 
lations governing the use of elecric- 
ity; 

G. It is desirable to distribute the 
electricity in the most equitable man- 
ner possible; 

Now, therefore, the Public Service 
Commission is charging all electric 
utilities, whether they purchase energy 
wholesale or generate their require- 
ments, with the responsibility of ad- 
ministering the rationing of electricity. 

The Public Service Commission is 
also charging all electric utilities with 
the responsibility of reéstablishing 
service as conditions improve. 

Utilities shall, in administering 
such rationing, comply in all respects 
with the Civilian Production Admin- 
istration Order U-14 which becomes 
effective at 6 p. Mm. November 25, 1946, 
and all amendments thereto. Said or- 
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der effective November 25th is ap- 


pended hereto. 
Jurisdiction is retained. 


Civilian Production Administration 
Order U-14 


Electric Utilities 
Effective November 25, 1946 


Schedule I 


No consumer shall use electricity for 
any of the following purposes: 

1, Refrigeration for air conditioning 
except to the extent essential for in- 
dustrial processes or for health and 
safety. 

2. Outdoor and indoor advertising 
and promotional lighting. 

3. Outdoor display and flood light- 
ing except to the extent necessary for 
the conduct of outdoor business or 
services. 

4. Outdoor or indoor decorative 
and ornamental! lighting. 

5. Show window or _ showcase 
lighting. 

6. Marquee lighting in excess of 60 
watts for each marquee. 

7. White way street lighting in ex- 
cess of the amount determined by local 
public authority to be necessary for 
public safety. 

8. Outdoor or indoor sign lighting 
except for 

(I) Directional or identification 
signs required for fire and police pro- 
tection, traffic control, transportation 
terminals, or hospitals, or directional 
or identification lighting for any simi- 
lar essential public services. 

(II) Directional or identification 
signs using not more than 60 watts 
per establishment, for doctors and for 
hotels and other public lodging estab- 
lishments. 


67 PUR(NS) 


9. Outdoor entrance lighting, ex- 
cept the minimum essential for public 
health and safety and then not more 
than 60 watts per entrance. 

10. Any other form of general out- 
door or indoor illumination in or about 
any commercial, industrial, or other 
nonresidential establishment in excess 
of 75 per cent of the illumination nor- 
mally used. 

11. In excess of 75 per cent of the 
passenger elevator or escalator service 
in any building having more than one 
passenger elevator or escalator. 


Schedule II 


(To be effective “when resources drop 
to a point where service cannot be 
maintained in full for more than 
fifteen days.”’ ) 

When this schedule has been made 
effective, in addition to complying 
with the restrictions of Schedule I, 
no consumer shall use electricity for 
any of the following purposes: 

1. Outdoor floodlighting or other 
general outdoor illumination for 
amusements or sports. 

2. Any other form of general out- 
door or indoor illumination in or about 
any commercial, industrial, or other 
nonresidential establishment in excess 
of 50 per cent of the illumination nor- 
mally used. 

3. In excess of 50 per cent of the 
passenger elevator or escalator serv- 
ices in any building having more than 
one passenger elevator or escalator. 

4. In excess of 50 per cent of the 
white way street lighting in effect dur- 
ing the base billing month,* if this 
amount is less than the amount per- 
mitted under Schedule I. 

5. Commercial or industrial opera- 
tions or processes which will consume 
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in any consecutive 7-day period more 
than 15 per cent of the amount of 
electricity consumed in each commer- 
cial, industrial, or other nonresidential 
establishment during the base billing 
month.* 

Exceptions. The foregoing restric- 
tions do not apply to: 

1. The following essential commu- 
nity services: Hospitals, refrigeration 
for food preservation plants, and news- 
papers. 

2. Transportation services : 

A. Urban, suburban, and interurban 
common or contract carriers of pas- 
sengers or freight including terminals. 

B. Railways, terminals, and related 
facilities. 

C. Shipping on inland waterways, 
including locks and terminals and not 
including dredging. 

D. Airports and airfields. 

E. Oil pipe lines and pumping sta- 
tions. 

F. Maintenance and repair yards or 
shops used exclusively for the mainte- 
nance or repair of the above transpor- 
tation services. 

3. Communications services includ- 
ing: 

A. Post offices. 

B. Telephone and telegraph sys- 
tems. 

C. Radio communications. 

D. Traffic control and signal sys- 
tems. 

4. Water supply and sanitation sys- 
tems including waterworks, pumping 
stations, and sewage disposal plants 
and equipment. 

5. Manufactured, by-product, nat- 
ural and mixed gas systems, including 
manufacturing plants, pipe lines, 


pumping stations, and facilities for the 
maintenance and repair thereof. 

6. Plants exclusively engaged in 
the production, mining or refining of 
fuels. 

7. Plants engaged in the production 
and processing of food for human and 
animal nutrition. 


Schedule III 


(Effective “when coal stocks are re- 
duced to a 10-day supply.”’) 

When this schedule has been made 
effective, in addition to complying 
with the restrictions of Schedules I 
and II, no consumer shall use electric- 
ity for any of the following purposes: 

1. Any form of general outdoor or 
indoor illumination in or about any 
commercial, industrial, or other non- 
residential establishment in excess of 
30 per cent of the illumination normal- 
ly used. 

2. In excess of 30 per cent of the 
passenger elevator or escalator serv- 
ice in any building having more than 
one passenger elevator or escalator. 

3. Commercial or industrial opera- 
tions or processes which will consume 
in any consecutive 7-day period more 
than 7 per cent of the amount of elec- 
tricity consumed in each commercial, 
industrial, or other nonresidential es- 
tablishment during the base billing 
month.* 

4. Operation of electric street and 
interurban railways, including trolley 
busses, in excess of 50 per cent of nor- 
mal schedules. 

Exceptions. The foregoing restric- 
tions do not apply to: 


1. The following essential com- 
munity services: hospitals, refrigera- 





* Base billing month for any person is the 
billing month for which the last meter read- 


ing date fell on any day during the period 
October 1, 1946, through October 31, 1946. 
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tion for food preservation plants, and 
newspapers. 

2. Transportation services: 

A. Railways, terminals and related 
facilities other than electric street and 
interurban railways and trolley busses. 

B. Shipping on inland waterways, 
including locks and terminals and not 
including dredging. 

C. Airports and air fields. 

D. Oil pipe lines and pumping sta- 
tions. 

E. Maintenance and repair yards or 
shops used exclusively for the mainte- 
nance or repair of the above transpor- 
tation services. 

3. Communications services, includ- 
ing: 

A. Post offices. 


B. Telephone and telegraph sys- 
tems. 

C. Radio communications. 

D. Traffic control and signal sys- 
tems. 

4. Water supply and sanitation sys- 
tems, including waterworks, pumping 
stations, and sewage disposal plants 
and equipment. 

5. Manufactured, by-product, nat- 
ural and mixed gas systems, including 
manufacturing plants, pipe lines, 
pumping stations and facilities for the 
maintenance and repair thereof. 

6. Plants exclusively engaged in 
the production, mining, or refining of 
fuels. 

7. Plants engaged in the produc- 
tion and processing of food for human 
and animal nutrition. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Restriction of Use of Water for 
Conserving Coal 





2-U-2282 
November 25, 1946 


NVESTIGATION on Commission motion to restrict use of water 
for purpose of conserving coal during coal strike; water 
rationing ordered. 


Service, § 146 — Water — Curtailment during coal shortage. 
Water companies were ordered to restrict the use of water for the purpose 
of conserving coal during an emergency resulting from a coal strike, since 
some water utilities used coal directly as the source of energy for pumping 
while others used electrical energy which might be produced from coal. 


* 
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RE RESTRICTION OF USE OF WATER 


By the Comission: 


Emergency Order 

Whereas: 

A. It appears that an imminent 
shortage of coal may develop. 

B. The situation is not peculiar to 
Wisconsin. 

C. The Civilian Production Admin- 
istration has issued curtailment orders 
(U-13 Gas) (U-14 Electric) direct- 
ing gas and electric utilities to re- 
strict the use of utility services under 
certain conditions. 

D. Some water utilities use coal di- 
rectly as the source of energy for 
pumping while others use electrical 
energy which may be produced from 
coal. 

E. This Commission has the neces- 
sary power under §§ 196.02(1), 
196.28, and 196.396, Wisconsin Stat- 
utes, to deal with emergencies affect- 
ing utility services and in accordance 
with § 195.07 can call upon the attor- 
ney general and the district attorneys 
to enforce all laws relating to railroads 
or public utilities. 

F, During the war period utilities 
demonstrated their ability to comply 
and obtain compliance with Federal 
regulations ; 

Now, therefore: 

The Public Service Commission of 
Wisconsin is charging all water utili- 
ties, whether they use electric energy 
or steam for pumping, with the re- 
sponsibility of administering the ra- 
tioning of water to promote the sav- 


ing of coal in accordance with the 
program as hereinafter specified. 

The Public Service Commission of 
Wisconsin is also charging all water 
utilities with the responsibility of re- 
éstablishing service as conditions im- 
prove. 

Water utilities using steam pump- 
ing equipment shall 

(1) Use such equipment in a man- 
ner as will conserve the greatest over- 
all amount of coal. Electric pumping 
should not be increased, however, if 
the electric energy is generated by 
steam power. 

(2) Promote a campaign to con- 
serve water. 

(3) Restrict water for cooling pur- 
poses unless the food supply, public 
health, or safety are affected. 

(4) Restrict the use of water for 
sewer flushing and skating-rink flood- 
ing. 
(5) Work out methods of opera- 
tion to be employed by commercial and 
industrial customers to save water. 

Water utilities using electric energy 
for pumping purposes shall 

(1) Operate their equipment in a 
manner that will save the greatest 
number of kilowatt hours. 

(2) Promote a campaign to con- 
serve water. 

(3) Place the other restrictions 
(3), (4), and (5) listed above when 
the electric utility supplying the ener- 
gy finds it necessary to restrict the use 
of energy. 

Jurisdiction is retained. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Priorities Covering Installation of 
Telephone Service 


2-U-2087 
November 25, 1946 


SS. into the need for establishment of priorities, 
rules, and regulations covering installation of telephone serv- 
ice; establishment of priorities, rules, and regulations ordered. 


Service, § 144 — Priority system for telephone installation. 
A priority system for telephone installations should be established where 
the demand for service is so great, because of the scarcity of telephone 
material, that all applicants cannot be served and where furnishing service 
on a first-come first-serve basis would result in much hardship and unrea- 
sonable discrimination. 


¥ 





By the Commission: During the 
war period the War Production Board 
prescribed certain regulations under its 
Order U-2 which governed the cate- 
gories of customers to be accorded 
preference in obtaining telephone serv- 
ice. 

On September 14, 1945, the Com- 
mission issued a notice of hearing in 
the above-entitled matter for the pur- 
poses of determining what, if any, 
priority rules should be prescribed 
should Order U-2 be revoked before 
restoration of normal conditions with 
respect to the availability of telephone 
service. 

Hearing was held October 3, 1945, 
at Madison before Chairman Lynn H. 
Ashley, Commissioner W. F. Whit- 
ney, and Commissioner Samuel Bryan. 


APPEARANCES: Commonwealth 
Telephone Company, by H. W. Pike, 
vice president, Madison; Community 
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Telephone Company, by B. H. Piep- 
meier, general superintendent, Black 
River Falls; Wisconsin Telephone 
Company, by F. J. Hart, general at- 
torney, Milwaukee; Badger State Tel- 
ephone & Telegraph Company, by 
Wm. L. Smith, president, Neillsville; 
Almond Telephone Company, by A. 
H. Bowden, president, Almond; Peo- 
ples Telephone Company of Rio, by 
H. T. Slinger, Rio; Mosinee Tele- 
phone Company, by Joseph Edwards, 
Mosinee ; La Crosse Telephone Corpo- 
ration, by Martin Wandrey, Al. Lirdy, 
La Crosse; State Long Distance Tele- 
phone Company, by Wyman W. Wis- 
well, Elkhorn; United Telephone 
Company, by P. J. Weirich, Margaret 
K. Burgi, Monroe; Peoples Telephone 
Company of Mt. Hope, by John 
Welsh, Mt. Hope. 


Opinion 
At the hearing it appeared to be the 
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RE PRIORITIES 


consensus of the larger utilities that 
some form of priority rules should be 
established pending the restoration of 
normal service conditions. Those of 
the smaller utilities who expressed an 
opinion indicated that a continuation 
of any priority system was unneces- 
sary. 

On September 27, 1945, Order U-2 
of the War Production Board was 
amended and subsequently its adminis- 
tration was transferred to the Office of 
Civilian Production Administration. 
Order U-2, as now constituted, sets up 
categories of preference in obtaining 
service, provides for the filing of re- 
ports that may be required from time 
to time, and also provides for appeals 
and application for relief from observ- 
ance of the order in certain stated 
cases. 

As it appeared that Order U-2 as 
administered by the Office of Civilian 
Production Administration would ef- 
fectively take care of the situation, this 
Commission held the present proceed 
ing in abeyance. With the cancella- 
tion of Order U-2, a first-come, first- 
serve basis of furnishing telephone 
service would, in many cases, lead to 
hardship and unreasonable discrimina- 
tion. Normal service conditions have 
not been restored. Many telephones 
cannot be installed because of a scarc- 


ity of telephone material. Current in- 
formation in the files of the Commis- 
sion shows that a number of compa- 
nies still are unable to fill all orders 
for telephone service and that this con- 
dition will prevail for some time in the 
future. 

In view of this situation, a priority 
system should be continued. It ap- 
pears that the priority system, in ef- 
fect under the recent Order U-2, has 
been working satisfactorily and, there- 
fore, should be continued in effect on 
a state-wide basis. 


Finding 


The Commission finds that prefer- 
ence in obtaining telephone service 
pending the restoration of normal 
service conditions requires the estab- 
lishment of priority rules and regula- 
tions. 


ORDER 


It is therefore ordered that effective 
as of the date that Order U-2 of the 
Office of Civilian Production Admin- 
istration is withdrawn, all telephone 
utilities operating in Wisconsin apply 
the rules of preference as set forth in 
said Order U-2 pending further order 
herein. 


That jurisdiction be retained. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re West Shore Telephone Company 


2-U-2209 
November 27, 1946 


APPLICATION for authority to increase telephone rates; modi- 


fied increase allowed. 


Discrimination, § 90 — Special telephone rates — Stockholders. 
1. Special rates for service to telephone company stockholders are unlawful 


and discriminatory, p. 18. 


Discrimination, § 177 — Application of special rates — Stockholders — Seasonal 


or temporary service. 


2. No discrimination results from the application of stockholder and non- 
stockholder telephone rates where all permanent subscribers are stockholders 
and the so-called nonstockholder’s rate has been applied only to seasonal or 


temporary service, p. 18. 


Return, § 111 — Telephone company — Reasonableness. 
3. A telephone company’s return of 6 per cent on the rate base was con- 


sidered reasonable, p. 19. 


By the Commission: The West 
Shore Telephone Company, town of 
Two Rivers, Manitowoc county, on 
July 16, 1946, filed with this Commis- 
sion an application for authority to in- 
crease its rates for telephone service. 
Proof of service of notice of such ap- 
plication upon the Federal Office of 
Price Administration and of consent 
to the intervention of such agency in 
this proceeding was also filed July 16, 
1946. 

Hearing: August 29, 1946, at 
Green Bay before Examiner E. Wes- 
ton Wood. 


APPEARANCES: West Shore Tele- 
phone Company, by Erwin E. 
Schmidt, Two Rivers. 


Opinion 
Applicant is a switched-line tele- 
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phone company which serves approxi- 
mately 148 rural multiparty subscrib- 
ers in the towns of Two Rivers, Two 
Creeks, and Mishicot in Manitowoc 
county. All but five of the subscribers 
are stockholders in the company. 
Switching service is available through 
the Two Rivers exchange of the Com- 
monwealth Telephone Company, at 
which exchange the 15 multiparty cir- 
cuits of the applicant are connected. 

The present and proposed monthly 
rates for telephone service on the lines 
of the applicant as set forth in the ap- 
plication are as follows: 


Present Proposed 
Gross Net Gross Net 
Stockholders ... $1.50 $1.25 $2.00 $1.75 


Nonstockholders 2.25 2.00 2.25 2.00 


[1, 2] Special rates for service to 
stockholders are unlawful and discrim- 


inatory. Rates authorized herein are 
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to be applicable to service to all sub- 
scribers. As the rates are applied by 
the applicant to service of existing sub- 
scribers, there is no evidence of dis- 
crimination because all permanent sub- 
scribers are stockholders and the so- 
called nonstockholder’s rate has been 
applied to seasonal or temporary serv- 
ice. The rate schedules authorized 
herein will provide for two classes of 
service, rural multiparty and seasonal 
service, and will prescribe a reasonable 
rate for each of the two classes of serv- 
ice now available on the lines of the 
company. 

The Commission estimates that at 
the existing rates applicant would suf- 
fer a net loss of $529 annually. The 
Commission estimates the income and 
expense of the applicant at rates au- 
thorized herein as follows: 


Estimate of Revenues and Expenses 


Revenues 
Local exchange revenue ........... $3,063 
Expenses 
OE ere $720 
Repair supplies and expenses ....... 200 


Paid other companies for switching 

service 
Other general expense 
Depreciation expense 


. i cee erties 15 
EY GED dgcavavousnceengeneen 69 
I i. ccxsncedeminsioes $2,734 
Net operating revenues .............. $329 


A rate base for use in making a de- 
termination of the reasonableness of 


TELEPHONE Co. 


indicated net revenues was determined 
as follows: 


Book value, telephone plant, Janu- 
Ba air nadeindennnsbiacain $6,800.00 








Less reserve for depreciation ...... 1,550.00 
Net book value of plant, Janu- 

{33 eee $5,250.00 
Construction during 1946 .......... 220.00 
po eee 100.00 

III icky ccutncnnaceene eaaies $5,570.00 


[3] A return under the proposed 
rates of approximately 6 per cent on 
the rate base of $5,570 is indicated. 
Such return is reasonable. 


Findings of Fact 


The Commission finds that the 
present rates of the applicant for tele- 
phone service are unreasonable and 
that the proposed rates as modified 
herein are reasonable. 


ORDER 


It is therefore ordered that effective 
for the first billing period following 
the date of this order applicant be and 
is hereby ordered and directed to can- 
cel its presently effective rates for rural 
multiparty service and make effective 
the following rates for such service: 

Rural multiparty service $2 gross, 
$1.75 net per month. Seasonal serv- 
ice (maximum season of six months, 
after which the regular rate applicable 
to the class of service applies), $13 
gross, $12 net per season. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Re Philadelphia Suburban Transportation 
Company 


Application Docket No. 62726 
December 16, 1946 


PPLICATION for approval of purchase of stock of company 
A in reorganization; petition for further hearing to permit 
submission of new evidence granted. 


Procedure, § 25 — Further hearings — Additional evidence. 

A party to proceedings before the Commission should be allowed reasonable 
latitude in the submission of proof, and where one protesting an applica- 
tion does not assert, nor does it otherwise appear from the record, that its 
interest or the public interest would be adversely affected by delay which 
would result from a further hearing, but on the contrary the protestant 
denies the truth of material averments in a petition for rehearing and has 
raised an issue of fact, a further hearing should be granted and the filing 
of briefs stayed until after the filing with the Commission of the transcript 
of stenographic notes of such hearing. 


By the Commission: A hearing 
on this matter was held on September 
23, 1946, at the conclusion of which 
applicant and Schuylkill Valley Lines, 
Inc., the only protestant, stated their 
desire to file briefs. The brief of ap- 
plicant was due on November 2, 1946. 
On October 31, 1946, applicant filed a 
petition for a further hearing, for the 
submission of evidence on new mat- 
ters, and for the staying of the filing of 
briefs until after the stenographic 
notes of said hearing shall have been 
transcribed. In its answer, Schuylkill 
Valley Lines, Inc., denies that said 
new matters are relevant and material 
to the matters at issue, and avers that 
a further hearing is unnecessary. 

The new matters on which ap- 
plicant wants to be heard are as fol- 
lows: 
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1. On October 1, 1946, the stock- 
holders of Philadelphia & Western 
Railroad Company (successor in re- 
organization to Philadelphia & West- 
ern Railway Company) elected M. 
H. Taylor president and director. Mr. 
Taylor also is president of applicant. 
At the same time ten other directors 
were elected, six of whom are also di- 
rectors of applicant. 

2. On October 4, 1946, the direc- 
tors of Philadelphia & Western Rail- 
road Company voted to cancel the 
management contract between said 
company and The Conway Corpora- 
tion. Notice of cancellation, effective 
April 4, 1947, was given to The Con- 
way Corporation by letter of October 
8, 1946, and acceptance thereof by The 
Conway Corporation was indicated by 
signing, and returning to the railroad 
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company, a carbon copy of said letter. 

These new matters, applicant avers, 
are relevant and material to its case in 
the following respects, among others: 

(a) The acts of the stockholders of 
Philadelphia & Western Railroad 
Company recited above “have the 
legal effect, in petitioner’s belief, of 
requiring approval of the application 
unless the record would make neces- 
sary a Commission finding and deter- 
mination that such approval would ad- 
versely affect the interests of the 
public with which the Commission is 
concerned.” 

(b) The termination of the man- 
agement contract between Philadel- 
phia & Western Railroad Company 
and The Conway Corporation “ (i) 
renders moot and of no consequence 
the evidence of Schuylkill Valley 
Lines, Inc., which evidence was predi- 
cated upon the hypothesis of a con- 
tinuation of the Schuylkill Valley 
Lines, Inc. and the Philadelphia and 
Western Railroad Company under the 
common management of said Conway 
Corporation ; and (ii) renders Schuyl- 
kill Valley Lines, Inc. no longer legal- 
ly a party in the Amended Application 
proceeding.” 


The truth of these averments 
Schuykill Valley Lines, Inc., de- 
nies. 


A party to proceedings before us 
should be allowed reasonable latitude 
in the submission of proof. Protes- 
tant does not assert, nor does it other- 
wise appear from the record, that its 
interest or the public interest would 
be adversely affected by the delay in 
closing the record which would result 
from a further hearing. Protestant, 
moreover, by denying the truth of the 
material averments in the petition for 
rehearing, has raised an issue of fact 
which can be resolved only by hearing. 
A further hearing accordingly will be 
granted; therefore, 

It is ordered: 


(1) That a further public hearing 
be held at such time and place as we 
may hereafter designate, and that the 
matters to be heard be limited to the 
matters averred in paragraph 2 of said 
petition of Philadelphia Suburban 
Transportation Company. 

(2) That the filing of briefs be 
stayed until after the filing with us of 
the transcript of the. stenographic 
notes of said hearing. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Re Gas Service Company et al. 


Case No. 10,969 
December 24, 1946 


PPLICATION of gas utility companies for authority to merge; 
A authority granted. 


Accounting, § 21 — Interest overlap — Bond redemption. 

1. A 30-day interest overlap incurred in connection with the redemption 
of bonds should not be charged to Unamortized Debt Expense, in ac- 
cordance with the theory that the additional interest charge was incurred 
by reason of refinancing, since it constitutes an interest charge for a cur- 
rent period and should be charged to Interest on Long Term Debt Account, 
p. 26. 

Accounting, § 38 — Tax savings — Bond redemption. 

2. A gas company surviving the merger of three companies may not debit 
the Provision for Federal Income Taxes account and credit Unamortized 
Debt Expense with a like amount to account for the estimated Federal in- 
come tax reduction resulting from the redemption of the surviving com- 
pany’s first mortgage bonds, but the tax saving should be credited to Account 
404, Taxes, so that the company’s accounts will clearly show the operating 
result for the current period, p. 26. 

Consolidation, merger, and sale, § 33 — Affiliated companies — Stock transactions. 
3. That a holding company which is the parent of corporations to be merged 
would receive additional capital stock to be created by a charge against 
capital surplus under the merger plan is not objectionable, although this, in 
effect, represents a stock dividend to the holding company, when that com- 
pany would be the owner and holder of all of the outstanding capital stock 
of the surviving company and as such would, in theory, own the capital 
surplus, p. 26. 


Consolidation, merger, and sale, § 38 — Objection to merger — Pendency of rate 
case. 

4. The pendency of rate, refund, and valuation proceedings relating to com- 
panies seeking authority to merge does not constitute a valid objection to 
the merger since the proceedings will continue and be carried to a prompt 
conclusion regardless of merger, and all liabilities attached because of pend- 
ing cases will be carried into any merged company and the consumers will 
receive the full benefit, p. 27. 


Consolidation, merger, and sale, § 42 — Imposition of conditions — Contents of 
annual report. 

5. The Commission, in authorizing the merger of gas companies, required 

that the surviving company should include in its annual report to the 

Commission information covering its complete operations in the state, in 

addition to the required report covering its combined operations in the sev- 

eral states in which the companies had been operating, such additional in- 
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formation to include statements showing the various plant accounts of the 
local property, additions and retirements to plant, revenues and expenses 
applicable to the local property, and a breakdown showing the depreciation 
reserve applicable to local property, p. 28. 


Consolidation, merger, and sale, § 22 — Basis for approval — Corporate simplifica- 


tion — Operating efficiency. 


6. Gas companies should be authorized to merge where the merger will 
combine their properties under one corporate entity, thereby eliminating 
unnecessary corporate entities with cumbersome and complex corporate 
structures, where it is in the interest of the public, as well as of the com- 
panies involved, that the properties be owned and operated as a unit, thus 
promoting greater efficiency and economical operations, and where the capi- 
tal structure of the surviving company will be materially stronger than that 


of the existing companies, p. 29. 


By the Commission: This case is 
before the Commission upon a joint 
application, filed December 3, 1946, 
by The Gas Service Company, herein- 
after sometimes called Gas Service, 
Kansas City Gas Company, herein- 
after sometimes called Kansas City 
Gas, and The Wyandotte County Gas 
Company, hereinafter sometimes 
called Wyandotte, for an order author- 
izing Kansas City Gas and Wyandotte 
to merge with and into Gas Service un- 
der and pursuant to the laws of the 
states of Delaware, Kansas, and Mis- 
souri, with Gas Service to continue as 
the surviving company under and pur- 
suant to the provisions of an agree- 
ment and plan of merger attached to 
said application as Exhibit H, and au- 
thorizing Gas Service as the surviving 
company to issue $8,500,000 aggre- 
gate par value of Common Stock and 
$16,000,000 principal amount of its 
notes to evidence the loan of $16,000,- 
000 to the surviving company by 
one insurance company and four 
banks. 

A hearing on the application was 
held in Jefferson City, Missouri, on 
December 17, 1946, before the Com- 
mission en banc at which time all in- 


terested parties were given an oppor- 
tunity to be heard. Gas Service, Kan- 
sas City Gas, and Wyandotte were 
each represented by counsel. The city 
of Neosho, Missouri, was present 
through its city attorney and city 
manager. The city of Kansas City, 
Missouri, was present through its spe- 
cial utilities and legislative counsel 
who, at the hearing, requested per- 
mission to file its formal ‘Petition 
of Kansas City for Leave to In- 
tervene.” The Commission allowed 
the petition to be filed. The in- 
tervenor then requested the Com- 
mission to continue the hearing to 
a later date in order that it might have 
additional time to study the case. A 
similar request had been filed with the 
Commission in writing on December 
14, 1946, by the city of Neosho, Mis- 
souri. After consideration, these re- 
quests were over-ruled by the Com- 
mission and all parties were instructed 
to proceed with the hearing. Each of 
the applicants introduced evidence and 
presented testimony in support of the 
prayers enumerated in the joint appli- 
cation. After all other parties were 
given opportunity to question such 
evidence and testimony and present 
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counter evidence, the case was submit- 
ted on the record. 

The evidence shows that Gas Serv- 
ice is a corporation duly organized and 
existing under the laws of the state of 
Delaware and has heretofore duly 
qualified to do and is doing business in 
the state of Missouri, and a certified 
copy of its certificate of incorporation 
is filed with the Commission. The au- 
thorized capital stock consists of 50,- 
000 shares of noncumulative preferred 
stock of the par value of $100 each. 
none of which are now issued and 
outstanding, and 65,000 shares of 
common stock without nominal or par 
value, of which 62,500 shares are now 
issued and outstanding, having a stat- 
ed value of $3,713,405.38. The com- 
pany is a gas utility company which 
owns and operates facilities for the dis- 
tribution at retail of natural gas in 159 
communities in western Missouri, 
eastern Kansas, northeastern Okla- 
homa, and southeastern Nebraska. 


Kansas City Gas is a corporation 
duly organized and existing under the 
laws of the state of Missouri, and a 
certified copy of its certificate of in- 
corporation is filed with the Commis- 
sion. The authorized capital stock 
consists of 42,170 shares of first pre- 
ferred stock of the par value of $100 
each, of which 8,382.2 shares are now 
issued and outstanding, 16,000 shares 
of second preferred stock of the par val- 
ue of $100 each, of which 128.32 shares 
are now issued and outstanding, and 
8,125 shares of common stock of the 
par value of $100 each, all of which are 
now issued and outstanding. The 
company is a gas utility company 
which owns and operates facilities for 
the distribution at retail of natural gas 
in Kansas City, Missouri, and North 
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Kansas City, Missouri, and their en- 
virons. 

Wyandotte is a corporation duly or- 
ganized and existing under the laws 
of the state of Kansas and a copy of 
its charter is filed in this case. The 
authorized capital stock consists of 4,- 
125 of first preferred stock of the par 
value of $100 each, of which 2,000 
shares are now issued and outstand- 
ing, 4,000 shares of second preferred 
stock of the par value of $100 each, 
none of which are now issued and out- 
standing, and 1,875 shares of common 
stock of the par value of $100 each, all 
of which are now issued and outstand- 
ing. The company is a gas utility 
company which owns and operates fa- 
cilities for the distribution at retail of 
natural gas in Kansas City, Kansas, 
and its environs. 

All of the applicants are subsidiaries 
of Cities Service Company, a corpora- 
tion organized and existing under the 
laws of the state of Delaware which 
now owns all of the outstanding com- 
mon and preferred stock (except di- 
rectors qualifying shares) of each ap- 
plicant and $6,831,928 principal 
amount of 6 per cent demand notes of 
Gas Service and $1,548,000 principal 
amount of first mortgage bonds of 
Wyandotte, constituting all of said 
notes and bonds which are issued and 
outstanding. 

The Securities and Exchange Com- 
mission, in Re Cities Service Co. in 
Release No. 5028, File No. 59-24 
(1944) 53 PUR(NS) 272, found that 
the properties of the applicants form 
an “integrated public utility system” 
as defined in § 2(a)(29)(B) of The 
Public Utility Holding Company Act 
of 1935, 15 USCA § 79b(29)(B). 

In order to combine under one cor- 
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porate entity the properties of all the 
applicants, the applicants propose to 
merge Kansas City Gas and Wyan- 
dotte into Gas Service under and pur- 
suant to the laws of the states of Dela- 
ware, Kansas, and Missouri, so as to 
leave Gas Service, hereinafter some- 
times called the Surviving Company, 
as the corporation surviving the merg- 
er, pursuant to the terms and condi- 
tions set forth in the agreement and 
plan of merger which was offered in 
evidence as Exhibit H. 

The Surviving Company will create, 
by the terms of the agreement and plan 
of merger, a total authorized capital- 
ization of 850,000 shares of capital 
stock which will be common stock hav- 


ing a par value of $10 per share, or an 
aggregate par value of $8,500,000. 
All such shares are to be issued to 
Cities Service Company, of which $5,- 
764,457.38 par value thereof will be 
issued through reclassification and 
conversion of the shares of the con- 
stituent corporations (all of which 
shares, except directors qualifying 
shares are now owned by Cities Serv- 
ice Company) into the shares of the 
Surviving Company, $2,506,850 par 
value thereof are to be issued for cash, 
and $228,692.62 par value thereof are 
to be issued in capitalization of a like 
amount of capital surplus of the Sur- 
viving Company, all as shown in the 
following tabulation: 


Stock of Surviving 


Par or Stated Company (aggre- 


Constituent Company Shares Value gate par value) 
IR cs cnabéecheeewed hwie 62,500 Common $3,713,405.38 $3,713,405.38 
SN NE IE siacinciceweaweenis 8,382.2 1st 

Preferred 838,220.00 838,220.00 
128.32 2d 
Preferred 12,832.00 12,832.00 
8,125 Common 812,500.00 812,500.00 
III “ain sictuade bre oomeenrears 2,000 1st 
Preferred 200,000.00 200,000.00 
1,875 Common 187,500.00 187,500.00 
Sub Total $5,764,457.38 
2@ Cation: Berean Commetins Sar Cae 00 Be ooo csink i csinn sss ccccceescenas $2,506,850.00 
and $228,692.62 of the capital surplus of the Surviving Company will 
be capitalized to round out the total of $8,500,000 par value of common 
stock to be issued by the Surviving Company ..............-.seeeees $228,692.62 
Total $8,500,000.00 


The proceeds from the sale of said 
$2,506,850 par value of common stock 
will be applied to retire $2,506,850 of 
the $6,831,927.87 of 6 per cent de- 
mand notes of Gas Service held by 
Cities Service Company, leaving $4,- 
325,077.87 of said demand notes 
which it is proposed will be retired 


from the proceeds of the loan as here- 
inafter discussed. 

Upon the proposed merger becom- 
ing effective, the Surviving Company 
proposes to borrow $16,000,000 from 
four banks and one insurance company 
and to issue its notes to evidence such 
loan, which notes will mature and bear 
interest as follows: 
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1948 at 2 


1954 at 24% 

1955 at 23% 
, 1956 at 22% 
, 1956 at 3% 


$1,100,000 due April 1, 47% 
1,100,000 due April 1, 1949 at 24% 
1,100,000 due April 1, 1950 at 23% 
1,100,000 due April 1, 1951 at 24% 
1,100,000 due April 1, 1952 at 24% 

, 1953 at 24% 


1,100,000 due April 
1,100,000 due April 
1,100,000 due April 


1 
1 
1 
1 
1 
1,100,000 due April : 
1 
1 
6,100,000 due Dec. 1 


Title of Securities 


44% First mortgage bonds of Gas Service .... 
12% Bank loan notes of Kansas City Gas ..... 
6% First mortgage bonds of Wyandotte ....... 
6% Demand notes of Gas Service ..........+- 


WES -kccvunsivacateceasscenveseeares 


The balance of the proceeds of such 
loan will be added to the general funds 
of the Surviving Company and used 
for new construction and to pay the 
expenses of the merger and refinanc- 
ing and for other corporate purposes. 

[1] According to Exhibit I, Jour- 
nal Entry No. 5 of the Pro Forma 
Journal Entries, giving effect to the 
agreement and plan of merger, the Sur- 
viving Company proposes to charge 
$15,052.08, representing thirty days 
interest overlap incurred in connection 
with the redemption of Gas Service 
first mortgage bonds, series A, to Un- 
amortized Debt Expense. Upon cross- 
examination witness for the applicant 
admitted that such handling was in 
accordance with the theory that the ad- 
ditional interest charge was incurred 
by reason of the refinancing and there- 
fore should be charged to Unamor- 
tized Debt Expense. The Commission 
believes, however, that this $15,052.08 
is an interest charge for the current 
period and should therefore be charged 
to Account 431, Interest on Long-term 
Debt, instead of in the manner as pro- 
posed. 

[2] Likewise, the Surviving Com- 
pany proposes, in Journal Entry 5-A 
of the same exhibit, to debit Provision 
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The net proceeds of such loan will 
be used for the redemption or retire- 
ment of outstanding securities of the 
constituent corporations as follows: 


Principal Redemption 
Amount Price 
annie aed $4,250,000.00 $4,328,375.00 
Sauauicivdnesiem 4,000,000.00 4,000,000.00 
icciccabeneunaun 1,548,000.00 1,548,000.00 
eebiodccstesouas 4,325,077.87 4,325,077.87 


$14,201,452.87 


for Federal Income Taxes with $25,- 
023.17 and credit Unamortized Debt 
Expense with a like amount to account 
for the estimated Federal Income Tax 
reduction resulting from the redemp- 
tion of Gas Service’s first mortgage 
bonds, series A. Upon questioning, 
the witness stated that the handling of 
this item was in conformity with the 
theory used in recording the duplicate 
interest previously discussed, but ad- 
mitted that the net result would be that 
the Surviving Company’s tax bill for 
the current year would be $25,023.17 
less than anticipated because of the 
redemption of the first mortgage 
bonds. The Commission believes that 
the tax saving of $25,023.17 should be 
credited to Account 404, Taxes, in- 
stead of Unamortized Debt Expense, 
so that the company’s accounts will 
clearly reflect the operating result for 
the current period. In our order we 
shall require that the duplicate inter- 
est charge and the tax saving be han- 
dled as we have recommended. 

[3] Under the agreement and plan 
of merger Cities Service Company will 
receive additional capital stock in the 
amount of $228,692.62 which will be 
created by a charge against Capital 
Surplus. While this, in effect, repre- 
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sents a stock dividend to the Cities 
Service Company in this amount we 
see no objection as Cities Service Com- 
pany will be the owner and holder of 
all of the outstanding capital stock of 
the Surviving Company and as such 
would, in theory, own the capital sur- 
plus. Our interest in this transaction 
is primarily to determine if such con- 
version seriously impairs the remain- 
ing surplus of the Surviving Company. 
We do not believe this is the case. 

[4] In the petition of Kansas City 
for leave to intervene, the City stated 
that there is now pending before the 
Commission Cases Nos. 8854 and 10,- 
196, instituted by the Commission on 
its own motion involving the procure- 
ment of an appraisal of the property 
and an audit of the books and records 
of Kansas City Gas, together with the 
determination of the original cost of 
its property, and that inasmuch as this 
proceeding includes a plan on the part 
of Gas Service to absorb or take over 
all of the assets of Kansas City Gas 
and thereafter to conduct its business 
and operations in Kansas City that 
there is a serious question as to wheth- 
er any proceedings should be had in 
this case as it involves various mat- 
ters, including the cost of utility plant 
used and useful in the public service 
now owned by Kansas City Gas, which 
question should first be determined in 
the cases previously cited. Counsel 
for the city of Kansas City also con- 
tended that the Commission should at 
this time, if the merger is approved, 
require the Surviving Company to 
book the original cost estimate of the 
Missouri properties as found by the 
Commission engineers. 


In addition to Cases Nos. 8854, and 
10,196 which are mentioned in the in- 


tervening petition of Kansas City, 
there are also pending before this 
Commission Cases No. 10,437, affect- 
ing Kansas City Gas and Nos. 9806 
and 10,438 affecting Gas Service. 
Cases 10,437 and 10,438 provide for 
passing on to the consumers of Kansas 
City Gas and Gas Service any moneys 
which those companies may derive 
from the impounded funds which have 
been accumulated in the Federal Pow- 
er Commission rate case wherein the 
wholesale rate to these companies was 
ordered reduced. This fund is being 
impounded under orders of the United 
States circuit court of appeals for the 
tenth judicial circuit. 


Case No. 9808 is a valuation and 
rate case for the Gas Service Compa- 
ny. From statements made by counsel 
representing the cities who appeared at 
the hearing, it was indicated that a 
fear existed in the minds of some of 
the parties that the proposed merger 
would in some manner affect these 
rate cases and have some adverse ef- 
fect on the rates of Kansas City Gas 
and Gas Service. Such a fear is with- 
out foundation and the Commission, 
in overruling the applications for con- 
tinuance, was fully aware that the rates 
to Missouri consumers and the pend- 
ing rate cases could not in any manner 
be prejudiced by a prompt hearing on 
the merger application. These pend- 
ing valuation and rate cases will con- 
tinue and will be carried to a prompt 
conclusion regardless of whether or 
not the companies be merged. All lia- 
bilities that have attached because of 
these pending cases will be carried into 
any merged company and the consum- 
ers served by these companies will re- 
ceive the full benefit of any and all rate 
reductions that may be indicated when 
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these pending valuation and rate cases 
have been concluded. This is the 
opinion of the Commission, and the 
president of the companies stated that 
the liability under all of the above or- 
ders was to be assumed by the Surviv- 
ing Company and would be considered 
binding upon it. 

The Commission is aware that it 
has orders pending requiring a deter- 
mination of the original cost of the 
Missouri properties of the Surviving 
Company, including the property in 
Kansas City, Missouri, now owned 
and operated by Kansas City Gas. 
No original cost studies, however, are 
in progress for that portion of the 
Surviving Company’s property not in 
Missouri which will be a substantial 
portion of the total plant account. 

The Commission engineers have 
filed studies showing the original cost 
of the Missouri property of both Gas 
Service and Kansas City Gas, but at 
present no finding of original cost in 
either case has been made by the Com- 
mission. At the present time studies 
and conferences are in progress be- 
tween the Commission’s staff and Gas 
Service and Kansas City Gas which 
could result in changing the Commis- 
sion engineer’s estimates of the orig- 
inal cost of these properties. The case 
at bar does not involve the matters of 
original cost, or rates, and we fail to 
see how the public welfare will be ad- 
versely affected by granting the au- 
thority requested by the applicants. 

Upon completion of the work by 
the Commission’s staff in Cases Nos. 
9806, 8854, and 10,196, and after 
hearing, the original cost of the prop- 
erties in Missouri of the Surviving 
Company will be fixed and the ques- 
tion of booking the original cost and 
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the disposal of any amounts found in 
excess of book cost over original cost 
will be considered and decided. For 
these reasons we do not feel at this 
time that there is any justification for 
requiring the Surviving Company to 
take to book the tentative original cost 
estimate as found by the Commission’s 
staff. 

The Commission has studied the 
capitalization of the Surviving Com- 
pany which will result from the adop- 
tion of the agreement and plan of 
merger and believes that this proposed 
capitalization is in order and is suff- 
cient to cover any contingencies which 
conceivably might arise effecting it. 
Even if the original cost figures found 
by the Commission’s engineering staff 
are verified and accepted by the Com- 
mission, there has not as yet been any 
determination of what disposition 
should be made of the excess of book 
cost over the original cost of the prop- 
erty of the Surviving Company. [If all 
such excess of book cost over original 
cost should be found properly charge- 
able to Surplus the capitalization pro- 
posed in this merger would not be un- 
reasonably burdened and such disposi- 
tion could safely be authorized. 

[5] A witness for the applicants, 
who is president of each, agreed that 
the Surviving Company in submitting 
its annual report to the Commission 
would submit a report covering its 
complete operations in the state of 
Missouri in addition to the required 
report covering its combined opera- 
tions in the several states in which it 
operates. Such additional information 
should include statements showing the 
various plant accounts for Missouri 
property, the additions and retirements 
to such plant, the revenues and ex- 
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penses applicable to the Missouri prop- 
erty, and a breakdown showing the 
depreciation reserve applicable to the 
property in Missouri. The expenses 
reported should include the portion 
of the general and miscellaneous ex- 
penses and taxes which are properly 
allocable to Missouri operations. In 
our order we shall require that the 
Surviving Company hereafter include 
this information in its annual report 
to the Commission. 

A witness for the applicants esti- 
mated the expenses to be incurred in 
connection with the proposed merger 
and financing would amount to $75,- 
000 but was unable to give details. He 
also stated that these expenses would 
be carefully itemized and submitted to 
the Securities and Exchange Commis- 
sion upon consummation of the plan 
and that such information would be 
furnished to this Commission at that 
time. 

[6] Having examined the evidence, 
the Commission is of the opinion that 
the authority requested by the appli- 
cants is just and reasonable and in no 
way detrimental to the public interest. 
The evidence shows that the proposed 
consolidation and merger will combine 
under one corporate entity the prop- 
erty of all the applicants, thereby elim- 
inating unnecessary corporate entities 
with cumbersome and complex corpo- 
rate structures. The Commission is 
also of the opinion that it is in the in- 
terest of the public, as well as in the 
interest of the applicants, that the 


properties be owned and operated as a 
unit by a single integrated entity, 
namely, Gas Service, which should 
promote greater efficiency and eco- 
nomical operations. The capital struc- 
ture of the Surviving Company will 
be materially strengthened and im- 
proved by the issuance of only one 
class of common stock instead of com- 
mon stock and preferred stock as is 
presently outstanding, also by the is- 
suance and sale of additional common 
stock to the parent company for cash, 
and the refunding of the presently out- 
standing debt of the three companies 
bearing interest, in part, at the rate of 
6 per cent per annum, by one issue of 
notes maturing serially and bearing 
interest at a minimum rate of 2} per 
cent per annum and a maximum rate 
of 3 per cent per annum. The pend- 
ing rate, valuation, and refund cases 
now on the Commission’s docket per- 
taining to Gas Service and Kansas 
City Gas will not be affected by the 
merger and will remain in full force 
and effect subject to any disposition 
the Commission may order. 

The Commission is further of the 
opinion that the moneys to be procured 
by the issuance of securities for which 
authority is requested herein are rea- 
sonably required for the purposes spe- 
cified and that such purposes are not 
in whole, or in part, reasonably 
chargeable to operating expenses or to 
income. The authority requested by 
the applicants will be granted. 
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WISCONSIN PUBLIC SERVICE COMMISSION 


Re Cream Valley Telephone Company 


2-U-2249 
December 14, 1946 


PPLICATION for authority to increase telephone rates; in- 
i \ creased rates prescribed. 


Return, § 111 — Telephone company. 
1. A return of 6 per cent was deemed reasonable for a telephone company, 


p. 31. 
Rates, § 555 — Desk-set telephones — Change in instrument charge. 
2. A rate for desk-set type telephone instruments of 10 cents per month 
in addition to the regular rate for the class of service was deemed unrea- 
sonable, but a charge of $2 for a change in type of instrument was author- 
ized as a deterrent to frequent changes, p. 32. 
Payment, § 28 — Rules to enforce — Reconnection charges — Deposit. 
3. A telephone company’s rule requiring a delinquent subscriber to pay all 
amounts due for exchange service and six months rental in advance before 
service is reconnected is unreasonable when the billing and discount rule 
provides that service may be disconnected for nonpayment when the sub- 
scriber is in arrears two months; but the company may file a suitable deposit 
rule to enable it to obtain a cash deposit or other suitable guaranty against 
loss where a subscriber’s credit rating is unsatisfactory, p. 32. 
Discrimination, § 87 — Telephone rates — Service to schools. 
4. A special rate for telephone service to schools is discriminatory, p. 32. 
Service, § 188 — Telephone extensions — Rural-extension rule. 


5. A telephone company’s rural-extension rule providing for a maximum 
extension of 4 mile at the expense of the company was modified to provide 
for an extension of 4 mile per applicant where the company’s rates were 
being increased, p. 32. 


¥ 


By the Commission: On October the proceeding was filed with the ap- 
7, 1946, the Cream Valley Telephone _ plication. 


Company filed an application for au- Appearances: Cream Valley Tel- 
thority to increase rates for telephone- ephone Company, by G. C. Wise, Sec- 
exchange service through its Hawkins retary-treasurer, Hawkins. Of the 
and Kennan exchanges. Proof of (Commission staff: K. J. Jackson, 
service of notice of such application Bates and research department. 

upon the Federal Office of Price Ad- The applicant serves approximately 
ministration and consent to the timely 97 subscribers to telephone service 
intervention of such Federal agency in through its Hawkins, Rusk county, 
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exchange, and 74 subscribers through 
its Kennan, Price county, exchange. 
Both exchanges are equipped with 
magneto switchboards. There are ap- 
proximately 10} miles of metallic cir- 
cuit and 154 miles of grounded circuit 
connected to the Hawkins exchange 
and 294 miles of metallic and 20 miles 


of grounded circuit connected to the 
Kennan exchange. Approximately 
121 of the total of 171 subscribers are 
on metallic circuits. 

The present and proposed monthly 
rates for exchange service on lines of 
the applicant are the following: 


Present Proposed 
Gross Net Gross Net 
Urban service 
Business 
DE cccuceetndeubswennevess@nseeeemean $2.00 $1.75 $3.25 $3.00 
TED ha wedi ccvincecsascceessatceriecens 2.00 1.7 2.75 2.5 
Residence 
IIIS” 5 acs Ghauri aucaaiaire acpuamatead 1.75 1.50 2.25 2.00 
pS ee ere rr nr errr a — 1.75 1.50 
EEE  ccnatsdatienadnnecsssearrelseweben 1.25 1.00 1.75 1.50 
Rural service 
DEE end ensusepuv ere smanees aeeaeeenniee 1.50 1.25 2.00 1.75 
Extension telephone service 
EE EEO OO OE Pe ET OT TET .60 75 
BNE onic xvi cusancudkesevessavasnssantoeenune .60 50 


The applicant has operated at or 
near a loss for many years, and in- 
creased salaries and increases in other 
operation expense made during 1946 
would result in greater losses if pres- 
ent rates were continued in effect. 
The applicant has found it necessary to 
borrow money during 1946 to enable 
it to meet payroll expenses. 

The Commission estimates the an- 
nual income and expenses of the appli- 
cant at proposed rates as modified 
herein as follows: 


Operating revenues 


Local service revenues ...........-- $3,444 
Toll service revenues ..........000- 1,800 
, | Ps eer ener $5,244 
Operating revenue deductions 
Telephone operating expense 
Maintenance expense ............ $1,300 
po arr 2,550 
CE GID os kc doce cccccises 700 
Total telephone operating ex- 
EE shanna bacnenweewenne $4,550 
Depreciation expense .............. 447 
ere re 127 


31 


From information in the 1945 re- 
port of the applicant a rate base was 
found as follows: 


Telephone plant (Dec. 31, 1945) ... 
Less depreciation reserve 


$8,830.70 
pacereuceinens ,404.16 
Net book value of property and plant $1,426.54 
Working capital 450.00 
Material and supplies inventory . 300.00 

$2,176.54 


Net book value -ate base 


[1] From information obtained at 
the hearing relative to the present con- 
dition of the telephone plant of the 
applicant, we conclude that the rate 
base of $2,176.54 is reasonable. A 
return on the rate base of approximate- 
ly 6 per cent is indicated at the rates 
authorized herein. Such return is 
reasonable. 


Lines and other equipment of the 
applicant have not been properly main- 
tained with the result that service has 
deteriorated; and service complaints, 
particularly from subscribers on 
grounded lines, have been numerous. 
Plans have been made for extensive re- 
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habilitation of lines, and much of the 
material needed for such work is on 
hand. The rates.authorized herein are 
intended to be applicable to metallic- 
line service only. To subscribers on 
existing metallic lines such rates will 
be effective on the effective date of this 
order, and to present subscribers on 
grounded lines such rates will be ef- 
fective when and as such lines are 
made fully metallic. 

The applicant requests that rates 
and rules not specifically set forth 
above remain unchanged. However, 
a perusal of such rates and rules 
shows that certain changes should be 
made as discussed below. 

[2] The applicant has on file a rate 
for desk-set type telephone instru- 
ments of 10 cents per month in addi- 
tion to the regular rate for the class of 
service. The Commission has held in 
many cases involving rates for tele- 
phone service that such rates should 
not distinguish between desk-set, 
hand-set, and wall-type instruments. 
The desk-set rate on file for the appli- 
cant will be eliminated because the 
rate is unreasonable. As a deterrent 
to frequent changes a charge of $2 for 
a change in type of instrument will be 
authorized in lieu of the present desk- 
set rate. 

The applicant has on file a rate for 
bridged-line service which was omit- 
ted from the application. The bridged- 
line service rate should be revised to 
adjust it to the proposed rates, and 
this order will authorize a reasonable 
rate for bridged-line service. 

[3] The applicant has on file a rule 
entitled “Restoral of Service Follow- 
ing Disconnection for Nonpayment” 


which requires the delinquent sub- 
scriber to pay all amounts due for ex- 
change service and six months rental 
in advance before service is reconnect- 
ed. This rule is unreasonable because 
the billing and discount rule provides 
that service may be disconnected for 
nonpayment of bills when the sub- 
scriber is in arrears two months. If 
additional protection from delinquent 
accounts is needed, the applicant may 
file a suitable deposit rule to enable it 
to obtain a cash deposit or other suit- 
able guaranty against loss where a 
subscriber’s credit rating is not satis- 
factory. The “Restoral of Service 
Rule” should be eliminated, and this 
order will so provide. 

[4] The applicant has on file a spe- 
cial rate for service to schools which 
provides for nine months’ service at 
$1.25 per month. This rate is dis- 
criminatory and should be eliminat- 
ed. 

[5] The applicant’s rural-extension 
rule provides for a maximum exten- 
sion of one-fourth mile at the expense 
of the company. In view of the in- 
crease in rates for rural telephone 
service, the Commission believes the 
maximum extension should be in- 
creased to one-half mile per applicant 
and will so provide in this order. 

The Commission finds: 

That the existing rates and rules ap- 
plicable to metallic-line exchange tele- 
phone service furnished through the 
Hawkins and Kennan exchanges of 
Cream Valley Telephone Company 
are unreasonable, and that the rates 
herein prescribed for such service are 
reasonable when furnished by means 
of metallic lines. 
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$300,000,000 Building Program 
Proposed by PG&E 
| gars GAS AND ELectric CoMPANY is plan- 
ning a $300,000,000 expansion program dur- 
ing the next five years. 

The program will add approximately 1,000,- 
000 horsepower to PG&E’s electric capacity 
and will bring its total capacity by the end of 
1951 to more than 3,500,000 horsepower. 

Besides building several new power plants 
and increasing the capacity of others, the com- 
pany is undertaking widespread expansion of 
its transmission and distribution facilities. Also, 
there will be many additions to the gas system. 

Provision has been made in the plans for 
absorption of all additional power that may be 
developed at the Shasta and Keswick plants of 
the Central Valley Project. The PG&E now 
purchases and distributes the present 201,000- 
horsepower output of the Shasta plant and has 
offered to purchase all the output of the com- 
pleted installation at Shasta, plus that of the 
Keswick plant—a total of 600,000 horsepower. 

In announcing the program, Jamés B. Black, 
president of the PG&E said: 

“The industrial development of the West be- 
fore and during the war has become perman- 
ent growth in California and the postwar 
trend is upward. In order to meet new load de- 
mands and build ahead of anticipated growth, 
we began immediately after the removal of 
wartime restrictions to provide increased serv- 
ice for Northern and Central California. To- 
ward that end, we spent $45,000,000 last year 
and now we have expanded our plans into 
spending $300,000,000 more during the next 
five years.’ 

Last year the company launched a $160,000,- 
000 expansion program for completion by the 
end of 1948. This program has been more than 
doubled by additions covering 1949, 1950, and 
1951. 

Included in the construction plans are seven 
new electric generating plants. Also on the 
program are additions and improvements to 
raise the capacity of several existing power- 
houses. 

Supplementing all these items, many million 
dollars are being or will be invested to construct 
new transmission and distribution lines, to build 
or rebuild substations and to provide other im- 
proved service facilities throughout the system. 


Allis-Chalmers Announces 
New Appointments 


N™ appointments in the switchgear and 
control sections and the electronic group 


Industrial Progress 


A digest of information on new construction by pri- 

vately managed utilities; similar information relating 

to government owned utilities; news concerning prod- 

ucts, supplies and services offered by manufacturers; 
also notices of changes in personnel. 





of the electrical department of the Allis-Chal- 
mers Mfg. Co., Milwaukee, Wisconsin, have 
been announced by R. S. Fleshiem, manager of 
the ry! s electrical department, as follows: 

J. S. Morgan is named engineer-in-charge of 
sales, switchgear and control sections ; a. oe 
Sillers is appointed engineer-in-charge of de- 
velopment, switchgear and control sections; C. 
F. Kucera becomes sales engineer-in- charge of 
switchgear sales, assuming responsibilities 
previously handled by Mr. Morgan, and E. J. 
Rathsack is named engineer-in-charge of the 
electronic group. 


Westinghouse Booklet Covers 
Magnetic Crane Control 


IVE types of a-c magnetic crane controls for 

handling any type of load are described in 
a new 20-page booklet announced by the West- 
inghouse Electric Corporation. 

The booklet contains descriptive informa- 
tion, wiring diagrams, performance curves, and 
an application guide to aid in selecting the type 
of a-c control best suited to any application. 
Special attention is given to the reactor system, 
a new development particularly applicable 
where spotting of the load is important. D-C 
dynamic, A-C dynamic, counter-torque and re- 
versing-plugging systems are also covered. In- 
stallation photogr aphs are included, as well as 
descriptions and photographs of control panels 
and associated equipment. 

Copies of the new booklet (B-3853) may be 
secured from the Westinghouse E lectric 
Corporation, P. O. Box 868, Pittsburgh 30, 
Pennsylvania. 


Buffalo Niagara to Build 
Rural Lines 
5 Buffalo Niagara Electric Corporation 


announced recently it would construct this 
year nearly 200 miles of rural electric lines at 
a cost of over $300,000. 

A. T. O'Neill, president, said the new lines 
would carry electricity to about 600 farmers 
and rural residents in the eleven western New 
York counties. 


New Industrial Soap 


Proouction of a new industrial powdered 
hand soap and grease remover, known as 
“Sopec.” was announced recently by Speco, 
Inc., Cleveland manufacturer of automotive 
and industrial chemicals. 

Suitable for use in washroom dispensers or 
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packaged in handy containers, Sopec is reputed 
to combat industrial dermatitis. It is also 
described as hygienically safe, non-abrasive, 
soothing, fast acting, and economical. 

Sopec is furnished in 6 oz. containers, 5 Ib. 
fiber packages, and 170 Ib. fiber drums. 


Consolidated Natural Gas Plans 
$50,000,000 Program 


| eye construction program for 1947 
and 1948, is being planned by the Con- 
solidated Natural Gas Company, according to 
a recent announcement. F. H. Lerch, president 
in a notice to stockholders, states that it be- 
came clear during 1946 that the construction 
program completed during the year would not 
satisfy the larger demands for natural gas for 
house heating. 


$200,000,000 Program Proposed 
By New Jersey Bell 
he New Jersey Bett TELEPHONE Com- 


PANY will extend dial service to 70 per cent 
of the phones in the state by 1950, according to 
- vice president and general manager, Frank 

Addicks. 

“The dial program contemplates conversion 
of 400,000 phones to that type of service and 
will cost $50,000,000. The company has a $200,- 
000,000 program as follows: Telephones, in- 
cluding station installations, $28,000,000; new 
buildings, additions, and alterations, $18,700,- 
000 ; additional manual central office equipment, 
$18,500,000; cable and conduits, $60,000,000 ; 
other equipment, $26,800,000 ; and land, $1,000,- 
000. 


$7,000,000 Plant Planned by 
Public Service of Indiana 
age of preliminary construction plans for 
a $7,000,000 power and light plant near 
White river was announced recently by officials 
of the Public Service Company of Indiana, Inc. 


Wisconsin Public Service Plans 
$14,600,000 Program 


Oy ip projects, amounting to $14,- 
600,000, covering new plant facilities, new 
lines, extensions to customers, and new equip- 
ment of many kinds are being planned by Wis- 
consin Public Service Corporation. Approxi- 
mately $6,000,000 will be expended in 1947. The 
budget is more than twice that approved in any 
previous year and equals the total expendi- 
tures for such purposes during all the six 
prewar years 1936-41. 

One of the major items will be electric 
distribution line and facility improvements 
much of it to service rural areas—costing more 
than $2,600,000. 

Electric distribution improvements for the 
Menominee & Marinette Light & Traction 
Company division will include reconstruction 
of existing lines, extensions to new customers, 
additional substation capacity, and equipment 


for maintaining good voltage. Miscellaneous 
items, including many smaller structures and 
equipment changes, will cost more than $500,- 
OVO. 

Other items for the 1947 appropriations in- 
clude a $5,250,000 fifth generating unit at the 
Bayside steam-electric station in Green Bay, 
Wisconsin 

The 1947 program also includes a $1,480,000 
one hundred and thirty-two ky transmission 
line and facilities between Green Bay and Wau- 
sau; a $855,000 one hundred and thirty-two kv 
transmission line connecting Oshkosh and 
Green Bay. 

Miscellaneous electric transmission line and 
substation improvements and additions costing 
$1,123,000 ; gas production, main extensions and 
system improvements in various places costing 
$489,000: a new storeroom and service building 
at Green Bay costing $150,000, marks the ma- 
jor items listed in lesser costing 7*posals. 


$52,000,000 Program Proposed 
By Georgia Power 


EORGIA Power CoMPANY will spend $52,- 

000,000 on extensions and improvements 
within the next three years, according to E. 
A. Yates, chairman of the Southern Company, 
the new parent organization for Georgia 
Power. 


Gas Appliances Coming 
In Heavier Volume 


(3 range manufacturers have increased 
production facilities appreciably over pre- 
war capacity, according to Harold Massey, as- 
sistant managing director, Gas Appliance Man- 
ufacturers Association. Shortages of materials 
continue to hamper the industry, but if this 
situation eases by mid-year, production of gas 
ranges will exceed the 1,600,000 units produced 
in 1946, he predicted. 

In the prewar years of 1936-1940, sales of 
gas ranges averaged about 1,500,000 units a 
year. During 1946, in spite of problems which 
confronted manufacturers, they surpassed this 
prewar average, though still falling short of 
the record production of 2,225,000 gas ranges 
produced in 1941, Mr. Massey said. The indica- 
tions are that 1947 range production will not 
exceed the 1941 figure, since manufacturers, in 
general, cannot expect: to obtain more steel in 
1947 than they did in 1941, he pointed out. 

Gas water heater manufacturers advise that 
the picture in their branch of the industry is 
brighter. The 1936-1940 average sales of water 
heaters ran about 425,000 units per year, with a 
peak year in 1941 when sales reached 800,000 
units. In 1946, despite difficulties, automatic 
gas water heater manufacturers reached the 
1} million mark. Production capacity has been 
increased greatly Mr. Massey said, and several 
new manufacturers have entered the field. Man- 
ufacturers hope to increase 1946 production 
from 25 per cent to 50 per cent. 

The automatic gas clothes dryer is an ap- 
pliance that represents a new, large and un- 
developed market, he said. Surveys indicate 
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WHATEVER THE STORAGE BATTERY TASK YOU 
CAN ALWAYS COUNT ON EXIDE CHLORIDES 


Ever since storage batteries were first em- 
ployed in Central Station service, Exide 
Chloride Batteries have continued to merit 
their reputation for dependable perform- 
ance, long-life and economy. They have 
the capacity needed to deliver adequate 
power for operating switch gear, control 
bus and many other storage battery tasks 
including emergency lighting. 


Exide Batteries have earned the confidence 
of engineers everywhere, and their wide- 
spread use is proof of their depend- 


ability, long-life and ease of maintenance. 


Whatever your storage battery problems 
may be, Exide engineers will be glad to 
help you solve them. 


Exide 


CHLORIDE 
BATTERIES 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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en buy Grounding Pratine..,. 
open your Peun-Union Catalog 


---you'll find what you 


need in the compdede line 


The wide variety offered in the 
Penn-Union catalog includes: 
Grounding connectors, clamps, 
studs for all combinations of pipe, 
rod, flat bar, braid, tubing. Every 
one a thoroughly tested, dependa- 
ble unit of protection for per- 
sonnel and equipment . . . of 
ample capacity, high mechanical 
strength, and resistant to corro- 
sion. 

Penn-Union also makes the 
complete line of Service Connec- 
tors, Power Connectors, Tees and 
Cable Taps, Straight and Parallel 
Connectors, Terminal Lugs, etc. 
Penn-Union fittings are the first 
choice of leading utilities and elec- 
trical manufacturers—because of 
their known dependability. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Leadiag Wholesalers 


PENN-UNION 
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20 per cent to 30 per cent of housewives inter- 
viewed are interested in automatic dryers. 

Gas refrigerator production should increase 
in 1947, Mr. Massey predicted. In a few months 
the industry expects to be changed over to its 
new, postwar designs and production facilities 
have been stepped up to the point where, if 
materials are available, it will enjoy a large in- 
crease over prewar production levels. 

Production of gas boilers in 1946 totaled 
about 25,000 units, while approximately 150,- 
000 gas furnaces were produced last year. 
Sales of conversion burners increased from 
20,000 to 30,000 units a year prewar to nearly 
300,000 units in 1946, Mr. Massey estimated. 
Availability of material for house heating 
equipment and the prospects of further increase 
in production have both materially improved 
recently. Manufacturers of gas space heaters 
feel that 1947 production is going to be limited 
as was 1946, because of the shortage of sheet 
steel and iron castings. It is expected that 
these supplies will be better toward the end of 
the year, and that there may be some increase 
in production, 


Frank O'Neill Opens Offices 


| i aes O'NEILL, public utility consultant, 
formerly vice president of American Utili- 
ties Service Corporation, announces the open- 
ing of offices at 327 South La Salle street, 
Chicago, Illinois, Mr. O’Neill has specialized 
in public utility accounting and tax matters. 


G-E Appointments 


HREE new administrative appointments in 

General Electric’s meter and instrument 
division at West Lynn, Massachusetis, have 
been announced by E. H. Howell, division 
manager. They are Arthur L. Carvill, assist- 
ant manager sales, meter section; Roy H. 
Mitchell, administrative assistant; and James 
M. Whittenton, assistant manager sales, instru- 
ment section. 


Construction Loans Announced 


Cem loans—chiefly for distribu- 
tion lines, system improvements or new 
or additional generating capacity — recently 
were made to the following enterprises by the 
Rural Electrification Administration : 

Utilities District of Western Indiana Rural 
Electric Membership Corporation, Bloomfield, 
Ind., $595,000. 

McKenzie Electric Codperative, Watford 
City, N. D., $355,000. 

Bartlett Electric Codperative, Bartlett, Tex., 
$200,000. 

Gate City Electric Codperative, Childress, 
Tex., $185,000. 

Trempealeau Electric Cooperative, Arcadia, 
Wis., $93,000. 

Mitchell County Electric Membership Cor- 
poration, Camilla, Ga., $400,000. 

Jefferson County lectric Membership Cor- 
poration, Louisville, Ga., $625,000. 

Delta Electric Power Association, Green- 


wood, Miss., $700,000. 
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INTERNATIONAL TRUCKS 
For Every Utility Job 









40th 


ANNIVERSARY OF 
INTERNATIONAL 
TRUCKS 
1907-1947 —Forty years 
of Sanonatiqnall Usedk 
Service to Commerce, 
Industry and Agriculture 


rrr¢ety 


SALE © 


. 


Mi 
he ie 





The International Model KB-1 with pickup body 
is available in two wheelbases, 113 and 125 
inches. It is powered by the famous 6-cylinder 
Green Diamond engine with aluminum pistons, 
which develops 82.4 brake horsepower at 3,400 
r.p.m. The three-speed sliding gear selective- 
type transmission has the gearshift on the steer- 
ing post. Loading space of pickup bodies, 
mounted on 113-inch chassis, is 77'/ inches; 
125-inch chassis, 891% inches. 


New KB Internation- 
als display brilliant 
styling that sets new 
standards for the truck 
industry. Throughout 
the 15 basic models nu- 


There are 15 basic mod- 
els inInternational’sbril- 
liant new KB Line of 
Trucks. These 15 basic 
models specialize into 
morethan 1,000 different 

















XUM 





transport units. That means that there is a 
specialized International Truck for every utility 
job, from the smallest to the largest. 

And how the new Model KB Internationals 
do their jobs! With what economy, long, trouble- 
free service and ease of operation! They’re the 
finest values in 40 years of International Truck 
history, and International Truck values are so 
outstanding that for the last 16 years more 
heavy-duty Internationals have served American 
commerce and industry than any other make. 


Tune in James Melton on “Harvest of Stars” every Sunday! 
NBC Network. See newspaper for time and station. 


INTERNATIONAL 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 


merous features and improvements have been 
incorporated, all contributing to even greater 
truck performance. 

See your International branch or dealer now 
about new KB Internationals, and learn how 
these brilliant new trucks can serve you. 


Motor Truck Division 
INTERNATIONAL HARVESTER COMPANY 
180 N. Michigan Ave. Chicago 1, Illinois 


Ad L\\ 


Trucks 
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Impressive are the statistics B&W could quote: number of 
boilers in service, records of long service life, and low costs of 
steam in utility and industrial plants everywhere . . . 

But more important are the advances, born of B&W research, 
that make the figures possible, that explain the broadening 
preference for B&W Boilers wherever the quest for lower power 
cost is pursued. 

Through developments that B&W pioneered, power plant 
designers, engineers, and operators secure today the advantages 
of furnaces that efficiently burn, in one unit, a wider range of 
fuels than has been possible heretofore. 

Continuous operation at full load is provided by good burner 
design and selection of furnaces of proper shape and size and 
having suitable wall constructions. Efficient operation of boiler, 
superheater, and economizer surfaces is maintained through 
adequate provision for automatic soot blowers. Developments 
of several types of attemperator control and proper location of 
superheaters provide a superior control of steam temperatures. 

Most important, though: B&W research continues . . . to be 
reflected in the still more favorable operating statistics of to- 
morrow. B&W engineers are ready when you are to discuss 
future power plans. 

G-365T 


BABCOCK 
& WILCOX 


Water-Tube Boilers, for Stationary Power Plants, for "NE BABCOCK 
Eile tavtes’. . « Wanténtusted Pamaue .. . Seer WItcox ¢ 
heaters . . . Economizers . . . Air Heaters . . . Pulverized- EW vorK °. 
Coal Equipment . . . Chain-Grate Stokers . . . Oil, Gas RBERTON, ©, 4 & My, 
and Multifvel Burners .. . Seamless and Welded Tubes Y6USTA, Ga, 


and Pipe . . . Refractories . . . Process Equipment. 
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are used in all Mercoid Controls. ‘3 
— Theyassure better control performance 
and longer control life.Thatiswhy [ 
Mercoid Controls rate a very high 
x) percentage of' customer satisfaction 
3 -a good reason for featuring- A&A 
w 


MERCOID & 
CONTROLS 4 






(a ~~ > 
\ \ Mercoio 
\\. \ SwircH 


AK 9-8! 


TILTING TYPE 


THE MERCOID CORPORATION, 4201 BELMONT AVE., CHICAGO 41, ILLINOIS 
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PROFESSIONAL DIRECTORY 


© This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. » » > 





Tae American Arppraisat Company 
ORIGINAL COST STUDIES ¢ VALUATIONS ¢« REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 


and other principal cities 











DAY & ZIMMERMANN, INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


g£¢ Ford, Bacon & Davis 


BsDd VALUATIONS Engineers CONSTRUCTION 


REPORTS RATE CASES 
NEW YORK @ PHILADELPHIA @ CHICAGO @ LOS ANGELES 




















GILBERT ASSOCIATES, Inc. 


anger “tn POWER ENGINEERING SINCE 1906 eee 


Steam, Electric, Gas, Hydro, Purchasing and Expediting, 
Designs and Construction, Rates, Research, Reports, 
Operating Betterments, ‘ e a Personnel Relations, 
Inspections and Surveys, Reading ad Philadelphia Original Cost Accounting, 
Feed Water Treatment, Washington © New York Accident Prevention, 








Serving Utilities and Industrials 








FREDERIC R. HARRIS, INC. 


Engineers Constructors Management 
Reports Appraisals Valuations 
NEW YORK 
Knoxville San Francisco Houston 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





consraction He A. KULJIAN & COMPANY raison 


Engineers 
Public Utilities and Industrials. 


Los Angeles 13 PHILADELPHIA 2 New York 6 








WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 


Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








J. H. MANNING & COMPANY 


120 Broadway, New York 


ENGINEERS 
Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 


Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 


DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 


231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS SP 


AND 
CONSTRUCTORS 











Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Ill. 
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PROFESSIONAL DIRECTORY (concluded) 





80 BROAD STREET 


The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Re ports—A ppraisals 


Consulting Engineering 


NEW YORK 4, N. Y. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 


Consulting Engineers 
Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators, Industrial Buildings 
City Planning, Reports, Valuations, Laboratory 


1520 LOCUST STREET PHILADELPHIA 2 





LUCAS & LUICK 
ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE St., CHIcaco 











BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, investigations and_ re- 
ports, design and supervision of con- 


struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 





FRANK O’NEILL 
Public Utility Consultant 
327 South LaSalle Street, Chicago 4, Illinois 


Accounting, financial, insurance, tax, rate case 
work and original cost studies. 











EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 





ROBERT T. REGESTER 


Consulting Engineer 


HypRAtLic Structures — UTILITIES 
FLoop ControL — WATER WorKS 


Baltimore Life Bldg. Baltimore 1, Md. 











W. C. GILMAN & COMPANY 
ENGINEERS 


and 


FINANCIAL CONSULTANTS 
55 Liberty Street New York 





A. S. SCHULMAN ELEctTrIc Co. 


Contractors 
TRANSMISSION LINES—UNDERGROUND DistRI- 
BUTION — Power STATION — INDUSTRIAL — 


COMMERCIAL INSTALLATIONS 


537 SoutH DEARBORN ST. CHICAGO 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


PUBLIC UTILITIES AND INDUSTRIALS 
SUPERVISION OF CONSTRUCTION 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 
REPORTS — EXAMINATIONS — APPRAISALS 








SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 


Appraisals — Reports 











in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 











BOSTON NEW YORK Operating — Financial — Plant 
JENSEN, BOWEN & FARRELL MANFRED K. TOEPPEN 
’ Ens ENGINEER 
ngineers ° CoNSULTATION—I NVESTIGATION—REPORTS 
Ann Arbor, Michigan MARKET AND MANAGEMENT SURVEYS 
Appraisals - Investigations - Reports VALUATION, DEPRECIATION AND RATE 


MATTERS 


261 Broadway New York 7, N. Y. 
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TYPE VAP, with conventional bottom 
connected polyphase base 


KVA ; Type VAS, for socket mounting. 
measurement gives in a single 


quantity an effective basis for billing on inductive loads, because 


on this basis fixed charges are recovered on the two items of investment 


cost: (1), Kilowatt capacity, and (2), necessary additional equipment 


to supply or to correct for the losses of RKVA. 


With the measurement of KVA, demand billing to include the incremental 
costs of additional facilities to serve inductive loads, may be simplified. 


Demand rates can be stated for a single quantity—complicated power 


factor clauses may be omitted from the rate schedules. 


Sangamo Lincoln Type VA Thermal Demand Meters, employing the phase 


shifting transformer principle, provide a simplified and low cost 


means for the measurement of KVA on polyphase circuits. 





AVA BILLING ON 
\ADUCIWE LOADS 








SANGAMO 


ELECTRIC <i) COMPANY 


SPRINGFIELD 
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